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RAILROAP 


On its way... the first 
business day of '60O 


Again Chessie starts the New Year by sending to its 90.000 shareowners on the 
first working day of 1960 the results of the previous year’s operations. shown in 
the highlights below. 

Chesapeake and Ohio, on the threshold of its 175th anniversary. ended the year 
stronger, financially and physically. than at any time in its long history. Working 
capital rose above $60 million, highest level ever. 

Freight revenues produced an excellent first half-year and held up well despite 
the steel strike. Revenues from merchandise freight increased $10 million and non- 
export coal traffic showed a similar $10 million increase. C&O progress also was 
marked by eighty new industrial plants locating along its 5,100-mile system. 


With the favorable general business predictions for “60, a year of uninterrupted 
industrial activity would mean C&O revenues and earnings greater than 1959. 







1959 1958 












































Dividend Paid per Common Share ..... $4.00 $4.00 
1 g95°¢. Earned per Common Share _........ 5.60 6.36 
Operating Revenues ................ (millions) 
HIGHLIGHTS a Ls $162 $177 
TDs cccacacacdeweemona 161 151 
ee nat ne 25 28 
For a copy of Chessie’s 1959 Flash Annual Report, write Total Operating Revenues ........... 38 336 
e Expenses, Taxes, etc. — Net ........ 302 304 
Chesapeake and Ohio 
PIN 66s rick is wi wa eieated $46 $52 
Railway 
3800 Terminal Tower, Cleveland 1, Ohio Working Capital at Year End ee $61 $55 
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What's wrong 
with 
your stocks? 


That may seem like a strange Gues- 
tion for us to ask, but it’s one no in- 
vestor can afford to ignore. 

Because the bad things about a stock 
you own can be just as important as 
the good things—at times even more 
important. 

Look at it this way: Before you buy 
a stock you check both the good and 
the bad, make as sure as you can that 
it really is the best you can buy for 
your purposes. 

But once you’ve bought it, the em- 
phasis sometimes shifts. Like a lot of 
people we know, you may tend to for- 
get the bad things—just keep looking 
for all the evidence you can find to 
support your original judgment — to 
prove that you made a good buy. 

That’s only human, we admit. 

But it can be dangerous—especially 
if it blinds you to change. 

Because investment valuesdo change, 
and if new facts should develop that 
make one of your stocks far less desir- 
able—well, the sooner you know about 
it the better. 

That’s why our account executives 
get so many calls from experienced in- 
vestors . . . why these investors keep 
checking on the current status of their 
holdings to make sure that nothing's 
gone wrong. 

If you’re not sure about the stocks 
you own, you might find it helpful to 
discuss your portfolio with one of our 
account executives yourself. You can 
reach one by phone if you like, or talk 
tO one in person anytime you care to 
visit— 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. ¥ 
Offices in 112 Cities 
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TEACHING BY TV Hee 


Bell System facilities meet a new need. Already a vital link in filling 


educators’ requirements within a locality, state or across the nation 


An interesting current develop- 
ment in education is the use of 
television for instruction—both in 
classrooms and in the home. 


Evidence that a shortage of quali- 
fied teachers is developing coincides 
with the need for some way to meet 
the awakened interest in mathemat- 
ics, physics, chemistry, and educa- 
tion in gencral—from the elementary 
school to the college level. 


Many educators, in studying the 
twin problem, are thinking more and 





, = 





more about the possibilities of Educa- : , — POMee 
tional T’'V in their teaching programs. HELPING TO TEACH... HELPING TO LEARN. Classroom scene in Cortland, N. Y. ; eo 
7 This is one of the schools now using Educational TV. More than one TV receiver es pa 
ENED HRI Cid ae CES SIR can be used where teachers wish to accommodate larger classes at one sitting. repres 
ec place to place, va 
means are available. Closed circuit clear ( 
Educational ‘T'V systems between which successfully serves thirty-six System is one of the business organ- = f 
schools mav be required. Or connec- schools in Washington County, izations which support it. a The 
tion between broadcasting stations in Maryland. In this great “classroom,” about Red ¢ 
different cities. Or a hook-up be- In Louisville, Kentucky, tele- half a million people get up early a mor 
tween closed circuit systems and one phone company facilities now con- each weekday to view a half-hour oe 5 
or more broadcasting stations. nect five elementary schools. In lecture on Modern Chemistry on 7 
Whatever distribution of TV is New York State, they serve a high their T'V sets at 6:30 A.M. This The 
needed, in city, county, state, or school and seven other schools in 32-week college course goes from ment 
across the country. the Bell Tele- _ the Cortland area. coast to coast over Bell System lines. Pacifi 
phone Companies are equipped to In San Jose, California, they link The Bell Telephone Companies land 
provide it. They have the facilities four schools with the campus of San believe their TV transmission facili- ae 
and vears of know-how. And the on- Jose State College. And in Anaheim, ties and know-how can assist educa- f th 
the-spot manpower to insure eff- California, eighteen schools are tors who are exploring the potential time 
cient, dependable service. served by TV. value of educational television. sibili 
or over three years, the local Bell The largest of the many current They welcome opportunities to sustann 
Telephone Company has provided educational T'V projects is called work with those interested in this Russ 
the closed circuit ETV network Continental Classroom. The Bell promising new development. State 
it sh 
likel; 


BELL TELEPHONE SYSTEM 
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The Trend of Events 


POLITICS . . . It now seems evident that the steel set- 
tlement which shocked so many of us because of its 
implications, and the dangerous way it smoothed 
the path for power-hungry labor leaders, may have 
represented an attempt by the Administration to 
clear the decks so that they could concentrate on the 
stiff developments in the making, both domestic 
and foreign, in this Presidential Election Year. 

There is every likelihood the Soviet Union and 
Red China have been planning all along to throw 
a monkey-wrench into our machinery by taking one 
step after another to endanger our position, with 
the thought that they would get away with it under 
the stress of the election campaign. 

The first shock came with the surprise announce- 
ment by the Soviet Union of rocket tests in the South 
Pacific, although they possess enormous tracts of 
land in Siberia which they could use for this pur- 
0Se. 

Once again it emphasizes the Soviet recognition 
f the strategic importance of Alaska. Only a short 
time ago one of their leaders referred to the pos- 
sibility of building a tunnel under the Bering Strait 
from Alaska to Kamchatka some time in the 
future—following up a statement made by another 
Russian, to the effect that the price the United 
States paid for Alaska was much too low and that 
it should be returned to Russia. This is a most un- 
likely prospect—and the Russians know it—but it 


is bound to be used again and again as a potential 
trouble-spot that can erupt dangerously. 

It can be seen from the above that there is no 
possibility of peace with the Soviet Union—and 
also that there is no rift between the Russians and 
Red China. That, in fact, the latest step in the South 
Pacific suggests an attempt to bring victory for 
Peiping through fear, and suggests that the United 
States would be too weak in any case to come to 
the defense of the nations of the Pacific—for the 
Soviet Union would be found side-by-side with Red 
China in any event. 

This is the same technique that was used by 
Genghis Khan, who, in the Thirteenth Century, 
overran all of Asia and Eastern Europe. It is the 
strategy of brute force that we can only counter 
by building power through spiritual strength and 
the austerity necessary to give us the vigor and 
stamina to meet the enemy. Through such a code 
of discipline Genghis Khan strengthened his people, 
and perpetuated his empire, reaching from the Pa- 
cific to the Danube, for many centuries. 

This is a law that the Red Chinese are following 
with their system of communes and, to judge from 
a recent report from Moscow, may be adopted by the 
Soviet Union, who believes its people are apathetic 
in the face of Western propaganda and are being 
influenced by our psychological offensive for the free 
enterprise way of life. 
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As Y9 See Jt! 


By Charles Benedict 


Is Conflict of Interests Among the Western Powers 
a Handicap or an Advantage 


NDER the existing circumstances, in which a 

series of summit meetings is contemplated, it 
seems to me that so long as there is unity of purpose 
regarding the containment of Russian expansionist 
plans, a sound working basis exists between the 
allies. 

If this is assured, then the conflict of interests 
among the individual countries poses a challenge to 
the Russians, because it forces them to follow a more 
flexible, rather than a unyielding policy in order to 
satisfy the dissidents. 

This situation can be used to good account in 
dealing with Khrushchev, who is now aware that 
neither President Eisenhower nor Prime Minister 
Macmillan can make decisions for the entire group— 





in Dealing with Russia? 


that there must be adjustments satisfactory to 
de Gaulle and to Adenauer too, if he is to succeed at 
all in securing the advantages for Russia that he 
seeks. Yet, at the same time, he knows that both 
Germany and France can only go so far without 
loosening the security inherent in the Western alli- 
ance, and that he is unlikely by blandishments of one 
kind or another to win them over to his way of 
thinking. 

In Charles de Gaulle and Konrad Adenauer the 
Russian leader will find opponents worthy of his 
mettle—men who will be thinking in terms of surviv- 
al and the welfare of their people. Both have sophis- 
tication gained through years of bitter experience. 
And they have no illusions about Russian objectives 


CONCESSIONS RUSSIA WAS WILLING TO MAKE 
IN EXCHANGE FOR TRADE CREDIT AND 
INTERNATIONAL POLITICAL AND MILITARY ADVANTAGES 





THE SOVIET OFFER 


(a) To acknowledge the war debt and to pay the figure of $800 
million the U.S. set for settlement. 


(b) Compromises on Berlin ultimatum. 


(c) Agreement to a German plebiscite for unification and a peace 
treaty to include the 4 occupying powers. 








(d) An agreement for perpetual and unconditional neutrality of an 
independent German state. 





WHAT THEY WANT IN RETURN 

(1) Sponsored membership in the International Bank for Recon- 

struction and Development and International Monetary Fund 
and their affiliates.* 


(2) No limitations of trade between U.S.A. and U.S.S.R. 


* This does not make much sense. The U.S. from the start we'comed U.S.S.R, in the Bretton Woods 
program and actually assumed part of the U.S.S.R. quota in the IBRD. But Moscow did not want 
to disclose its gold holdings, trade, etc., as required of IMF members. 


1) Agreement for withdral of troops from Berlin as demanded 
by Soviet Union. 

(2) Extensive credits by the United States as well as by syndicates 
of banks. 


(1) They demand equal supervision on draft for peace treaty, 
and plebiscite with the 4 occupying powers. 
(2) Credit insurance by U.S.A. for exports to Soviet Union. 


(1) Extension of membership to Soviet Union in North Atlantic 
Treaty Organization. 

(2) Joint long-term development loans to underdeveloped countries, 
regardless of whether it is the Soviet Union or the U.S.A. who 
are interested in their welfare. 





(e) Agreement on limitation and inspection of nuclear weapons. 





(f) Acceptance of Nationalist China in U.N. with international rec- 
ognition of Nationalist China. 


(From Russian memorandum of September, 1959) 


442 


(1) Scrapping of our bases in various countries. 





(1) Admission of Communist China to U.N. and also to IBRD and 
IMF—with access to capital now allotted to Nationa‘ist China 
by these institutions. 

(2) Listing in all international security markets of direct and guar- 
anteed obligations of the U.S.S.R. 
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which—they recognize—would, if realized, sub- 
merge both Germany and France in the enveloping 
movement of Russian power politics. 

The help Russia was counting on from Prime Min- 

ter Macmillan may be completely neutralized by 
Lritain’s latest attempt to maneuver herself into her 

mer position of power on the continent via the 
Outer-7” free trade area device, used to counteract 
ie possible effect of the European Common Market 
n British trade—while it challenges her political 
nbitions on the continent. 

In fact, there has been a continuing and blatant 

splay of animosity to- 

ird West Germany: in 

e London press these 

st couple of years, be- 

use Britain was shut 
it of the European Com- 
on Market — although 
is was merely reprisal 
rv her refusal to give 
ominion trade advan- 
ges in return. And the 
epped-up attacks on the 
cent show of neo-Na- 
ism in Germany, attri- 
uted to the Communists 
which, however, could 
e true)—leads one to 
‘onder whether this 
tunt might have been 
lanted by London to up- 
et the ultimate political 
nd trade alignment on 
he European continent 
—the new bloc that would 
‘esult from the forces 
uilding in the Common 
Market. 

Konrad Adenauer has 
veen a thorn in the side 
of the British for a long 
time because of Ger- 
many’s flourishing trade 
position, the enhanced 
prestige of the German 
mark and the higher 
standard of living that 
the German people enjoy. 

Thus the alarums of a 
resurgent Hitlerism sounded in the British press 
could be intended to weaken Adenauer’s position be- 
for the world, and create ill will and fear regarding 
the emergence of a Nazi-controlled Germany when 
Der Alter passes from the scene. 

The fact that the vandalism is spreading around 
the world may simply mean that the hooligans on 
the loose in the various countries are following the 
lead of what Mayor Willy Brandt of West Berlin 
calls “‘devil’s hordes.” And these psychopaths are 
having a little fun, counting on plenty of attention 
in the press. 

As far as Konrad Adenauer is concerned, there is 
no doubt but that the old Chancellor has shown him- 
self to be a man of humanitarian instincts—indeed 
anxious to wipe out the memories of Nazi brutality— 
and has sympathetically met the demand for finan- 
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Their Number One Problem 





cial reparations from the sufferers of Nazi vandalism 
and butchery. There is no doubt that the degenerates 
beating the macabre drum of racial hatred are going 
to get rough treatment from the West German Gov- 
ernment. Already, immediate steps have been taken 
to crack down on neo-Nazi organizations, which by 
the way are international in scope, and to secure 
legislation that would provide stiff prison sentences 
for the culprits. By such activities, the air will be 
cleared by the time the first Summit Meeting con- 
venes. We doubt if Khrushchev can expect to get 
any comfort out of this situation. 

Before that time, de 
Gaulle will have visited 
the United States and 
Canada, where the large 
French - Canadian popu- 
lation still look upon 
Frence with deep affec- 
tion and sentimental at- 
tacnment. 

In the meantime, prep- 
arations for the first 
Summit Meeting are 
moving forward. And 
since others are to fol- 
low, the way is left open 
for practical solutions of 
pretty serious problems 
as conferences follow 
each other. 

There seems every evi- 
dence that Khrushchev’s 
visit to this country may 
vet prove to have been 
the first step toward a 
thaw in relations be- 
tween the Soviet Union 
and the West. He evi- 
dently found that he had 
too greatly simplified 
conditions that existed in 
the T/nited States, judg- 
ing from the outrageous 
political, military and fi- 
nancial concessions they 
had planned to demand 
for giving up trifles, as 
contained in a memoran- 
dum freely circulated in 
the United States early last September, the details 
of which are given in the box on page 442. 

If these were the demands that Khrushchev in- 
tended to make, or merely Russian propaganda ex- 
pressing contempt of the United States for world 
consumption just prior to Khrushchev’s visit—we 
do not know. At any rate, such a memorandum seen 
abroad unquestionably accounted for the uneasy feel- 
ing regarding the position of the United States. In 
any event, it had a tendency to surround us in an 
atmosphere of weakness. 

President Eisenhower’s goodwill tour of 11 na- 
tions did much to raise the regard for the United 
States to a higher level, and dispelled doubts as to 
our peaceful intentions toward the other nations of 
the world that had been avidly fostered by Russian 
propaganda. It must (Please turn to page 496) 


From Christian Science Monitor 
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Washington -- And The Securities Market 


Political influences becoming increasingly evident in governmental decisions and policies, 
seem likely to have important influence on stock price behavior. Inflationary significance of 
steel strike settlement may have been over-emphasized for time being. High rate of 
industrial activity in coming months may serve as sustaining influence on sentiment de- 
spite threat of renewed stiffening in money rates. Group rotation in relatively nar- 
row range logical over near term. Trend inconclusive. 


By A. T. 


HE Presidental Election Year opened with politi- 

cal overtones which may prove to be the most im- 
portant influence in 1960 financial markets. An in- 
clination to stress political motives was vividly il- 
lustrated in the somewhat surprising settlement of 
the steel strike behind closed doors in Washington. 
The fact that Vice-President Nixon and Labor Secre- 
tary Mitchell figured prominently in working out an 
agreement received greater attention because both 
have been mentioned as leading candidates for a Re- 
publican ticket. Hence, as the year unfolds, investors 
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CONSTANTLY SHIFTING SUPPLY & DEMAND 





MILLER 


and traders must reckon closely with politics and its 
effect on our economy and on labor decisions in com- 
ing negotiations. 

The agreement which removes apprehension over 
a possible resumption of a work stoppage in the 
nation’s steel mills stands as the major stock mar- 
ket influence of the moment. Because management 
spokesmen frankly admitted that last summer’s ob- 
jective of a non-inflationary settlement had been 
sharply rebuffed, it was only natural that the labor 
victory should be interpreted in the stock market as 
inflationary. Closer examination of the 
terms, disclosed, however, that|there will 
be a delay ed impact as far as reported 
wage-and-benefit increases estimated at 
39 to 41 cents an hour, are concerned. 

Moreover, as it became apparent that 
steel mills would not put into effect any 
general price advance, until late this 
year, uneasiness over the seeming 
threat to profit margins from various 
sources manifested itself. There is little 
doubt but that in spite of a relatively 
high operating rate likely to prevail for 
months, many cost factors will rise— 
such as quotations on raw materials and 
transportation. Efficiency and volume 
may effectively counteract an uptrend 
in manufacturing costs for a time, and 
indications point to continuance of 
favorable factors for the near term. 

The fact that the first of two general 
Wage revisions, an increase of 7 cents 
an hour, does not become effective until 
December 1 and that increases in steel 
prices are unlikely prior to that date 
should serve as a restraining influence 
on inflationary tendencies. Although 
commentators have hinted at a “politi- 
cal deal” in deferring the inflationary 
impact until after the November elec- 
tions, it is important from a market 
standpoint to recognize that this usually 
bullish influence has been muted for the 
time being. More important as a market 
factor is the promise of adequate raw 
materials for the automotive industry 
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tary expenditures and 
space and missile projects 
indicates that production will be kept rolling. 

Prospect of “the most prosperous year in our his- 
tory” mentioned by Mr. Eisenhower probably would 
have roused greater enthusiasm in financial mar- 
kets if it had not been for the obvious fact tohat 
share prices have been advancing to new highs in 
discounting the anticipated rebound in employment 
and output and if it had not been for imminence of 
problems induced by credit stringency. 

Revival of the specter of rising interest rates 
poses another handicap for the moment. Despite 
the fact that funds normally tend to become more 
plentiful as holiday borrowings are repaid, strin- 
gency has developed this year in reflecting demand 
for financing an expansion in inventories of raw ma- 
terials—notably steel. Scarcity of credit found re- 
flection in a boost in call money rates to 514 per 
cent, indicating possibility of a rise in the prime rate 
above 5 per cent and perhaps an upward revision in 
the rediscount rate charged by Federal Reserve 
banks. 


Effect of Higher Interest on Margin Accounts 


Since member firms are required by the Stock Ex- 
change to charge clients half a point more than the 
rate at which they themselves borrow funds from 
banks, the boost to 6 per cent on debit balances in 
margin accounts tends further to handicap traders 
holding securities with brokers. Moreover, there is 
a question whether member firms can obtain suffi- 
1960 
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cient funds with which to accomodate small inves- 
tors who wish to trade on margin. As a result, mar- 
gin transactions may be expected to contract fur- 
ther. Increase in the margin requirement to 90 per 
cent already had restricted this type of business. 


On Balance 

On the one hand, we have the powerful stimulus 
of resurgent activity after the disastrous steel 
strike—on the other hand, the let-down that is bound 
to follow months of all-out production to fill up the 
supply pipelines and to replenish inventory require- 
ments. Thus, as we move into the second half, our 
economy will begin to feel the effects of the tighten- 
ing in credit and higher money rates, with a slow- 
down in the key building industry and in those areas 
of business where sales are encouraged to a large 
extent by ready credit and reasonable terms. 

The tightening of call money will have a tendency 
to make stocks less attractive, although a market 
factor of considerable importance is bound to emerge 
in the talk of revaluation of our currency. This is a 
matter of profound concern to each of us, especially 
in the light of a continuous undercurrent in financial 
and political discussions about a rise in the price 
of gold to $65—$70 an ounce, nor can we overlook 
the possibility of unfavorable developments in the 
foreign situation. 

In a word, the market looks uncertain for some 
time to come and action should be held in abeyance 
awaiting clarification. _Monday—January 11, 1960 
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STATE Of The UNION MESSAGE 


By STEWART HENSLEY 


PRESIDENT EISENHOWER in his State 

of the Union Message said 1960 “Promises to 
be the most prosperous year in our history” and 
topped off this happy picture by predicting a budget 
surplus of $4,200,000,000 in the fiscal year beginning 
next July. 

But he threw up some caution flags along the rosy 
route by warning of “nagging disorders’ which 
plague the nation and its economy— inflation, farm 
problems, labor-management strife and civil rights 
disputes. 

He mentioned only briefly in passing, two afflic- 
tions in the international economic field which the 
Administration has yet to deal with effectively—the 
$4 billion per year deficit in the balance of payments, 
and the threat to American exporters inherent in the 
message concerning the possibility of “getting along 
better” with the Soviet Union. He also warned of the 
necessity to maintain a strong defense posture and a 
tendency to try to minimize the missile lead held by 
Russia. 

Eisenhower’s eighth and final State of The Union 
Message to the Congress was on the whole quite an 
optimistic document, tinged somewhat with an aura 
of wistful hopefulness. It blueprinted the year ahead 
as it might be expected to develop if nothing comes 
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unglued at the seams. 

But some of its assumptions are certain to take 
quite a beating in the political and economic arenas 
before another President takes over the burden. 

Eisenhower, just back from his triumphal “peace 
crusade” to eleven nations in Asia, Africa and Eu- 
rope, devoted much of his message to a plea for a 
united effort to secure world peace and unite the 
nation. He dedicated his final year in office to an 
unceasing attack on the world’s “calamitous cycle 
of frustrations and crises” which he said could lead 
to the “ultimate insanity” of nuclear war unless the 
cycle is broken. 

But it was the budgetary portion of the address 
which drew major attention, particularly the decla- 
ration that the budget for fiscal 1961 would provide 
for a surplus of $4,200,000,000. 


The Presidents Hopes are High 


If he can pull it off, this will be the largest surplus 
since 1948, when the budget was $8,419,000,000 in 
the black. 

Eisenhower disclosed that the projected surplus 
is predicated on expenditures of $79.8 billion and 
indicated revenues of $84 billion. He appears to have 
a better chance of achieving the anticipated revenue 
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total than of holding expenditures down to the $79.8 
billion figure. 

The President was said to be basing his spending 
figure on the assumption that the Democratic Con- 
gress would take some steps which appear highly 
doubtful, such as increasing postal rates and lower- 
ing farm price supports. The President’s fiscal pro- 
posals will be presented in detail when his budget 
coes to Congress January 18. 

But, meantime, there was a strong feeling that he 
vas overly optimistic. 

His revenue anticipation appeared to be based on 
rise in personal income of about $20 billion to a 
cord of $400 billion and record corporate profits 
about $51,500,000,000. These levels do not appear 
ipossible of accomplishment. 

The President disclosed that the 1960 budget is 
‘ing to end up with a surplus of about $200 million, 
‘tter than had been anticipated a few months ago. 
nexpected payments from Britain and the Federal 
eserve banks arrived and there was less decline in 
x receipts than had at one time been feared. 


Surplus to Attract Spenders 


House and Senate leaders, after hearing Ejisen- 
ower’s optimistic prediction of a surplus of more 
ian $4 billion next year, immediately expressed fear 
iat this would set off an unwarranted drive for tax 
eductions. Speaker Sam Rayburn moved quickly to 
yrestall any such attempts by a strong declaration 
hat any effort to cut taxes would be very “unwise.” 

He and other Democrats also cast considerable 
loubt on the validity of the President’s fiscal as- 
umptions. 








1) 1. The 1961 Budget. “This budget will be a bal- 
anced one. Our expenditures will be $79,800,000,000. 
The amount of income over outgo, described in the 
budget as a surplus to be applied against our na- 
tional debt, is $4,200,000,000.” 

2. Prosperity. “A year ago, when | met with you, 
the Nation was emerging from an economic down- 
turn, even though the signs of resurgent prosperity 
were not then sufficiently convincing to the doubtful. 
Today our surging strength is apparent to everyone. 
1960 promises to be the most prosperous year in our 
history.” 

3. Inflation. ‘We must prevent inflation. Here is an 
opponent of so many guises that it is sometimes diffi- 
cult to recognize. But our clear need is to stop con- 
tinuous and general price rises—a need that all of 
us can see and feel.” 

4. Labor. “It is my intention to encourage regular 
discussions between management and labor outside 
the bargaining table, to consider the interest of the 
public as well as their mutual interest in the main- 
tenance of industrial peace, price stability and eco- 
nomic growth.” 

5. Farm Law. “Farm legislation is woefully out of 
date, ineffective, expensive. . . . Once again | urge 
Congress to enact legislation that will gear production 
more closely to markets, make costly surpluses more 
manageable, provide freedom in farm operations, 
and steadily achieve increased net farm incomes.” 
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HIGHLIGHTS OF STATE OF THE UNION MESSAGE 
Fully Appraised in Text of Story 





Another possible result of Eisenhower’s surplus 
prediction was that proponents of an expanded wel- 
fare program, including a billion dollar school build- 
ing program, might take new heart. 

This program is staunchly opposed by Eisenhower, 
who contends that the primary responsibility lies 
with the local jurisdictions. 

The President tried to make it clear that he did 
not regard any margin of federal income over expen- 
ditures next year as a real surplus. He said “I do not 
feel that any amount can properly be called a ‘sur- 
plus’ as long as the nation is in debt. I prefer to think 
of such an item as reduction on our children’s in- 
herited mortgage.” 

If he can achieve a $4 billion surplus, it would 
lower the interest on the Federal debt by about $200 
million annually. 


Farm Subsidy and Labor Generalities 

Eisenhower devoted only a few paragraphs to 
agriculture in his address. But he made it clear he 
still stands by the five-point program for 1960 an- 
nounced recently by Secretary of Agriculture Ezra 
Taft Benson, which is centered on the idea of easing 
or eliminating production controls and reducing 
price supports. The Democrats will not go along 
with Eisenhower’s desire for lowering supports and 
the President, in turn, can be expected to veto any 
alternative plan for cutting farm surpluses which 
proves acceptable to Congress. 

This one looks like another stand-off, with the 
farm question sure to get a thorough going-over 
during the election campaign. 

The President did not propose any new labor leg- 

























6. Defense. “America possesses an enormous de- 
fense power. . It is world-wide knowledge that 
any nation which might be tempted today to attack 
the United States, even though our country might sus- 
tain great losses, would itself suffer promptly a ter- 
rible destruction.” 

7. Space. “Our military program, going forward so 
successfully, does not suffer from our present lack of 
very large rocket engines, which are so necessary in 
distant space explorations. . . . The United States is 
pressing forward in the development of large rocket 
engines to place much heavier vehicles into space.” 

8. Schools. “We cannot be complacent about edu- 
cating our youth. But the route to better trained minds 
is not through the swift administration of a federal 
hypodermic or sustained financial transfusion.” 


9. Peace. ‘Recent Soviet deportment and pronounce- 
ments suggest the possible opening of a somewhat 
less strained period in the relationships between the 
Soviet Union and the Free World. . . . Whether this is 
to become an era of lasting promise remains to be 
tested by actions... .” 

10. The Final Year. “I shall devote my full energies 
to the tasks at hand, whether these involve travel for 
promoting greater world understanding, negotiations 
to reduce international discord, or constant discus- 
sions and communications with the Congress and the 
American people on issues both domestic and foreign.” 
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islation in his address. This obviously was a result 
of the fact that the steel strike had been settled after 
behind-the-scenes labors by Vice President Nixon 
and Labor Secretary James P. Mitchell. 

He promised to encourage labor-management dis- 
cussions away from the bargaining table to head off 
marathon labor disputes such as that which tied up 
the steel industry. He said one of the lessons of the 
eight-month steel strike was “that the potential dan- 
ger to the entire nation of longer and greater strikes 
must be met.” 

Both Eisenhower and Congress appeared willing 
to meet the labor issue with nothing more than vague 
generalities in this election year. 


Just Talk Against Inflation 


The President said everyone was gratified that the 
steel settlement had resulted in no price increases 
“at this time” but did not touch further on the infla- 
tionary pressures of new labor demands. 

However, he did urge in general terms that the 
nation fight inflation “as we would a fire that im- 
perils our home. Only by so doing can we prevent it 
from destroying our salaries, savings, pensions and 
insurance and from gnawing away at the very roots 
of a free healthy economy and the nation’s security.” 


Bond Interest and Mortgage Money 

He said stern self-discipline by every citizen is 
needed to “prevent steadily rising costs and prices” 
but made no specific suggestions. 

The President again took up the battle for a re- 
vision of monetary policy ... a battle which is ex- 
pected to end again in a stalemate. The President 
said he would give high priority to a measure to 
remove “archaic restrictions” from the Treasury’s 
debt management authority. He meant he would re- 
new his request to kill the four and one-quarter per 
cent interest ceiling on Government long-term bonds. 

The Democrats confidently expect to block this 
request again. The Administration, in turn, can be 
expected to stop the Democrats from pumping one 
billion dollars from the Treasury into the mortgage 
market to relieve the “tight money” squeeze on home 
builders and buyers. 


Generalizations on Aid to Underdeveloped Areas 


The President urged the industrialized nations of 
the free world to join in a cooperative aid program 
to assist the underdeveloped areas, warning that the 
United States could no longer continue to bear virtu- 
ally all the burdens. He called on the now-prospering 
nations of Western Europe and Japan to accept a 
bigger share of the foreign aid burden. 

Although Eisenhower did not spell out what he 
had in mind, the United States is proposing at a 
mid-January economic meeting in Paris that the 
Members of the Organization for European Eco- 
nomic Cooperation (OEEC) and Japan get to- 
gether in a new international grouping to coordinate 
lending and other fiscal aid policies to backward 
countries. 

It is at this same meeting that the United States 
and Canada hope to get agreement on machinery to 
police the operations of the European Common Mar- 
ket and the Free Trade Association to insure that 
they do not injure each other or discriminate against 
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third parties. 

In this connection, Eisenhower warned that the 
strain on the U.S. international balance of payments 
cannot be permitted to continue and said the situa- 
tion must be rectified by increasing exports. 

But here, as in so many other parts of his address, 
the problem and remedy were stated only in general 
terms which obscured the difficulties which become 
apparent when the details are examined. 


Special Aid to India 


The United States is going to continue its Foreign 
Aid Program at about the same rate as last year, 
the President indicated, with possibly increased at- 
tention to India, which is faced with menacing mili- 
tary gestures by Communist China. 

The $80 billion budget for fiscal 1961 will, al- 
though the President did not say so, include about $4 
billion for military and economic aid. 

The President, impressed on his recent visit to 
India by the need for that country to spend more on 
its military establishment, is said to be ready to con- 
sider granting larger economic aid. Prime Minister 
Jawaharlal Nehru, for psychological reasons, will 
not accept American military aid but will gladly take 
economic assistance permitting him to divert his own 
funds to the military build-up. 

Eisenhower recognizes that if Nehru has to divert 
money and effort from India’s Five-Year Plan to 
military defense, to counter Red China’s threats, the 
economic program could crash, and this could be a 
major Asian catastrophe since millions in the Far 
East are waiting to see whether India, with its rela- 
tively free and Democratic approach, can match 
Communist China in improving the living standard 
of the masses. 

The United States is expected to enlist Japan, 
West Germany and Britain in any major effort to 
step-up economic aid to India. 


The Defense Picture and Space Program 


Eisenhower undertook a general effort in his State 
of the Union Message to reasssure the Nation with 
respect to its defenses. He did not take note of the 
specific and recurrent charges that his Administra- 
tion had been derelict in some fields of military 
preparations. But he said “America possesses an 
enormous defense power” and “it is my studied con- 
viction that no nation will ever risk general war 
against us unless we should be so foolish as to neglect 
the defense forces we now so powerfully support.” 

The world knows, according to Eisenhower, that 
any nation attacking the United States would “itself 
promptly suffer a terrible destruction.” 

Some military experts will dispute the President’s 
contention that “our military missile program, going 
forward so successfully, does not suffer from our 
present lack of very large rocket engines.” He 
claimed such large rockets are not necessary for 
military use but only “in distant space exploration.” 
He added that the United States “is pressing for- 
ward in the development of large rocket engines to 
place much heavier vehicles into space for explora- 
tion purposes.” 

In a further effort to quiet the criticism in some 
quarters of the U. S. Military Program, the Presi- 
dent disclosed that in (Please turn to page 496) 
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HILE the exciting electronic and missile stocks 

have most frequently captured the financial 
headlines and sparked spirited discussion in recent 
markets, they are merely the froth on the top. It is 
the “blue chip” stocks that are the backbone of the 
investment market, and the type of stock that will 
become a matter of keen and increasing interest in 
the months to come. 

In this discussion we have selected 30 companies 
that have the distinction of being rated as blue chips. 
These 30 companies reported aggregate sales of $59 
billions in 1958, or, roughly 18% of all manufactur- 
ing sales in this country. Their total assets of $52 
billions similarly represent a very substantial pro- 
portion of the country’s industrial capacity. In terms 
of both sales and assets 23 of these 30 organizations 
rank within our fifty largest “industrial” corpora- 
tions. 16 of these issues are listed in the accompany- 
ing table and will be dealt with in this issue—the 
remaining 14 will be covered in our January 30th 
edition. 
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— Under further inflation — under deflation 
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By ROBERT B. SHAW 


Of importance at this advanced stage of the mar- 
ket—holders of these issues will be thinking in terms 
of specifics. Are the stocks selling too high in rela- 
tion to earnings? Are the dividend returns in line 
with higher and rising money rates? Do the com- 
panies occupy strategic positions in their industries? 
Or, have they achieved sound multi-industrial di- 
versification that minimizes risk in this changing 
world? Have they substantial foreign assets—and 
what kind? What investment attractions do these 
stocks have that do not show up in their financial 
statements — such as unreported income from 
foreign activities . . . and hidden assets of various 
types? 

Even among the 16 stocks covered in the present 
issue there is plenty of variety, so that generaliza- 
tions would be misleading. In all of them, however, 
the price-earnings ratios are extremely high and 
yields meager by all conventional standards, at this 
stage of the nearset. Thus, the investor’s main prob- 
lem is to decide whether these generous valuations 
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are justified in the light of the current outlook. To 
assist in such determination let us pass on immedi- 
ately to an issue-by-issue analysis. 

Having just asserted that stocks are selling at ex- 
cessive multiples of current earnings, we are under 
the embarrassment of admitting that the first com- 
pany, taking them alphabetically by industry, rep- 
resents a conspicuous exception to the generalization. 
Like other members of the aircraft industry United 
Aircraft is thoroughly deflated at present. Selling at 
around 40, a low not previously seen since 1955, the 
stock capitalizes last year’s estimated earnings of 
$4.25 a share at a modest multiple of 9.4 times. The 
explanation is, of course, that this leading manu- 
facturer of aircraft engines and propellors has 
suffered both from the incursion of the jet and the 
shifting of military emphasis from piloted planes 
to missiles. These developments depressed sales 
slightly in 1958 and more severely in the year just 
ended; but their more disturbing effects are the 
opportunity they give for non-aviation companies to 
invade United’s normal market, the accelerated ob- 
solescence on existing products, and the heavy ex- 
penditures on engineering development not support- 
ed by specific contracts. A tangible result of these 
factors was the recent reduction of the company’s 
quarterly dividend from 75¢ to 50¢. 

The current $2 annual rate, adequately protected 
by earnings, does provide a generous 5% yield. The 
existing backlog, although down from a year ago 
and subject to product cancellation, represents 
roughly a year’s business. Both civilian and military 
users are served and the company has a minor non- 
aviation market in various instruments and controls. 
Direct foreign interests are limited to a Canadian 
subsidiary and a 43% owned affiliate in Germany, 
but United has also licensed non-affiliated manu- 
facturers in England, France, Italy, Japan and 
Australia. Despite this limited diversification recent 
sales have been overwhelmingly to the U.S. govern- 
ment for military purposes, and the risks of such 
dependence upon a single customer are high. Unex- 
pected political developments in either the local or 
international scene, could alter the company’s out- 
look radically at any time. All indications are, how- 
ever, that this industry will continue to grow in 
strategic importance, and that United will retain its 
competitive position. The issue will not be immune, 
however, from a further price decline. 

The automobile industry, represented by Chrysler 
and General Motors, is in the midst of its most in- 
teresting—and perplexing—period of transition in 
many years. The trickle of foreign imports which 
the domestic manufacturers dismissed until very 
recently as an unimportant factor, has now swol- 
len into a torrent of 500,000 cars a year. The tardy 
answer of the domestics has been, of course, the 
“compact” car, and the struggle to make up for 
lost time in this field is as fascinating to watch as 
any theatrical production. Among important unan- 
swered questions are whether the domestic compacts 
can halt the invasion by the foreign “midgets,” 
whether American Motors and Studebaker can re- 
tain and expand the beachhead they have gained in 
the domestic industry, and what the form of the 
standard compact will be. Further in the background 
we are hearing rumbles of aluminum engines, radi- 
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cally new transmissions, direct fuel injection, adap- 
tation to lower grade petroleum components, and so 
on. In the year immediately ahead domestic auto- 
mobile sales are likely to approximate 6,400,000 units 
(plus 600,000 imports) a level that can only be re- 
garded as moderately satisfactory—depending on 
the profit margins on the compact car. 

Although it has its fingers in many pies, General 
Motors remains primarily an automotive enterprise, 
with 90% of its sales dollar derived from this in- 
dustry. Chrysler has even less product diversification, 
but its wholly owned subsidiaries have plants in five 
foreign countries, aside from its 25% interest in 
SIMCA, the largest non-governmental automotive 
manufacturer in France. GM also has a foot planted 
firmly in the foreign field, including the U.S. import, 
market through its control of Vauxhall (United 
Kingdom), Opel (Germany) and Holden (Austral- 
ia). The outlook for both of these companies is 
favorable, and yet their stocks look rather gener- 
ously priced. 

“Blue Chip” Building Stocks 

In the building industry the $64 question is the 
level of residential construction in the forthcoming 
year. As adverse factors, the important 20 to 29 year 
old household-forming population segment is merely 
remaining constant at present and declining as a 
percentage of the total population ; secondly, the pre- 
vailing high interest rates represent a very heavy 
burden upon residential mortgages. These factors 
suggest a decline in housing starts below 1,200,000, 
compared with about 1,350,000 for the year just 
ended. 

Thus, the immediate outlook for such a leading 
building equipment manufacturer as Johns Manville 
is not exciting. At the same time it must be recalled 
that slightly less than 50% of the company’s total 
sales consist of building materials, and even of these 
more than half go for remodeling rather than new 
construction. The acquisition a year ago of Libbey- 
Owens-Ford Glass Fibers also broadened the Com- 
pany’s market considerably. Johns Manville’s main 
asbestos mine in Quebec is estimated to have 75 
years’ reserves at the recent rate of production, and 
new deposits are being developed. 

Looking a few years further ahead, the building 
industry is in a more promising position. Within two 
or three years the 20 to 29 year old population group 
should start to zoom, as the “war babies” reach 
adult status. The size of this group is, in fact, esti- 
mated at 30,980,000 in 1970, a hefty 39% increase 
in a mere decade above its present count of 22,260,- 
000. Relative to the market as a whole Johns Man- 
ville is selling at a moderate price/earnings ratio, 
and this looks favorable for retention. 


Among the Chemicals 

Four leading members of the chemical industry, 
Allied, du Pont, Union Carbide and Eastman Kodak 
(the latter sometimes classified under ‘“Amuse- 
ment”), present a sharply contrasting picture. This 
industry typically reflects a substantial premium for 
future growth in its prices, but at present they look 
unusually high in terms of current earnings. This 
is particularly true of du Pont, at 28.5 times last 
year’s estimated earnings of $9.25 a share, and of 
Eastman, at a corresponding multiple of no less than 


THE MAGAZINE OF WALL STREET 


A 
ist 
% 





——— 





Airer 














32.4 
ever 
the 
and 
or s 
sale: 
pro] 
subs 
Eur 
tere 
239 
to t 


me! 
it r 
an 

pru 


JAI 




































































Statistical Data on 16 Blue Chips 
Net Sales Earnings Per Price 
Ist 9 Mos. Share Earnings 
1958 1959 Ist 9 Mos, Recent Ratio Current Div. 
———(Millions)— 1958 1959 Price * Div. Yield Foreign Interests 
Aircraft Mfg. 43% owned German offiliate; sales to 
United Aircraft ................ $1,2016 $ 7964 $6.41 $3.46 40 9.4 $2.00 5.0% many foreign airlines 
Automotive 
IED -sisinscteicasosiiibsinsiaineenie 2,165.3 1,964.3 d 3.88 2.73 68 27.2 1.00 1.4 25% interest in Simca 
General Motors .............. 9,521.9 8,857.1 2.21 2.55 54 18.6 2.00 3.7 5% of total assets abroad; Vauxhall, 
Opel, Holden fully owned 
Building 100% owned British, Mexican cos; 82% 
Johns-Manville . ................ 331.7 278.2 2.82 2.81 49 13.6 2.00 4.0 owned Belgian concern 
Chemicals : 
Allied Chemical .............. 635.5 546.6 1.706 1.996 576 225 1.806 3.1 Joint venture in Cuba 
SO 1,829.2 1,612.0 7.24 6.90 264 28.5 7.00 2.6 “Old” subsid, in Latin America; recent 
expansion in Western Europe 
Eastman Kodak .............. 828.8 621.8 2.57 2.27 107 32.4 2.04 1.9 Sales of foreign subsids, 22% of total; 
$9 million dividends received 
Union Carbide ................. 1,296.5 1,120.9 4.15 4.22 145 25.2 3.60 2.4 Foreign sales 7% of total; over 30 for- 
eign plants 
Containers Joint ventures in Mexico, Brazil and 
American Can ........ccsce0 1,037.0 873.2 2.78 2.42 43 15.8 2.00 446 Venezuela 
Owens-lll, Glass ..........).- 508.4 426.7 4.82 4.16 103 19.8 2.50 2.4 Plants in Colombia, Cuba and Vene- 
zvuela 
’ —_ ee a - — ak —— = 
.| Electrical Equipment $53 million equity in non-consolidated 
; General Electric .............. 4,120.7 3,142.3 2.77 2.16 98 32.6 2.00 2.0 foreign subsidiaries 
; Westinghouse Electric .... 1,895.7 1,408.4 2.127 1.587 547 24.0 1.207 2.2 Foreign sales 8% of total; many for- 
| eign licensees 
| Foods Plants in England, Ireland, Germany, 
General Foods .........0-:0+ 1,052.9 512.21 4.42 2.421 105 22.1 260 2.4 Brazil and Venezuela 
Swift B Co. ....cceceresesvenees 2,645.45 2,475.5° 1.70° 3.205 46 18.4 160 3.4 About 5% of earnings from non-con- 
sol. subsids, in Western Europe 
Household " - Foreign subsids. contribute about 20% 
Procter & Gamble ........... 1,368.5~ N.A. 3.95* 1.434 90 22.7 2.20 2.4 of eonesl, ust tecome 
Machinery (Agri.) $14 million in dividends contrib. by 
Int. Harvester... 1,098.4 1,365.0 2.69 5.003 48 9.6 2.40 5.0 foreign non-consol. subsidiaries 
*—_Based on estimated 1959 earnings. 1—_6 mos. to 9/30/59. 5—Years ended Oct. 31. 
d—Deficit. 2—Year ended June 30/59. 6—Adijusted for 2 for 1 split, payable 1/22/60. 
N.A.—Not available. 3—£stimated, year ended 10/31/59. 7—Adijusted for 2 for 1 split, payable 2/1/60. 
4—Quar. ended Sept. 30, 1959. 
(— —————————————————— —— 





32.4. To be sure, these two issues are on almost 
every investor’s list of favorites. Du Pont is easily 
the largest and most broadly diversified chemical, 
and seems to announce some significant new plastics 
or synthetic discovery at regular intervals. Foreign 
sales amounted to 9% of the total in 1958, and this 
proportion should be lifted by several wholly owned 
subsidiaries currently being established in Western 
Europe. On the home front the largest outside in- 
terests are its 60% control of Remington Arms and 
23% in General Motors. The protracted question as 
to the disposition of its stock in the latter has been 
temporarily settled by a ruling—which the govern- 
ment may appeal—that it can retain ownership if 
it renounces any semblance of control over G.M. In 
an inflationary atmosphere, this stock could readily 
be held, although partial profit-taking would appear 
prudent. But, under deflation, the picture would be 
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changed. In fact, it is believed that the price-earn- 
ings ratio on these shares is due in a large measure 
to the belief that Du Pont is likely to be split. 

In the photographic field, upon which it remains 
dependent for about three quarters of its sales vol- 
ume, Eastman is the unchallenged leader. It has also 
become a major producer of acetate rayon and poly- 
ethylene. The company has important plants in the 
U.K., France, Germany and Australia, and realized 
total sales of $231 millions by its foreign subsidiaries 
(mostly wholly owned but not consolidated) in 1958. 
Aside from a minor dip in 1951-54 Eastman’s earn- 
ings growth has been unbroken for many years. 
Even so, its current appraisal should give pause to 
holders and new purchasers. 

Allied Chemical is probably the most staid in this 
group, but enjoyed a sharp earnings recovery to 
about $2.50 a share for 1959, terminating a three- 
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year decline. Concentrating as it does upon heavy 
chemicals, especially dyes and coal-tar derivatives, 
Allied is less well-known to consumers than du Pont, 
but has increased its diversification considerably in 
recent years. Aside from a small joint venture in 
Cuba no plants are owned abroad but sales are con- 
ducted through an international division. Substantial 
investments are also held in U.S. Steel, Owens-Illi- 
nois Glass, American Viscose and Libbey-Owens 
Ford. At 22.5 times its price/earnings ratio is low 
for the industry, but still cannot be considered un- 
dervalued because the company has gone through a 
period of readjustment and needs new seasoning. 

Union Carbide’s traditional specialty has been in- 
dustrial gases used largely in cutting and welding 
metals, but it has expanded its product range broadly 
and occupies the status of second largest component 
in its industry. Most of its products are unfamiliar 
to consumers; conspicuous exceptions are Eveready 
flashlight batteries and Prestone anti-freeze. Indus- 
trially, it has made great strides in the production 
of polyethylene film, increasing production in 1959 
by more than 75 million pounds over the preceding 
year, to a total of over 300 million pounds. This 
aggressive and dynamic company has a foresighted 
research policy which is helping to round out its line 
of products. A new liquid hydrogen plant has just 
been opened at Tonawanda, New York, and another 
plant is being built at Torrance, California, mainly 
to provide the National Aeronautical and Space Ad- 
ministration with tonnage quantities of liquid hydro- 
gen for missile activities. Foreign sales compr‘se 
about 7% of the total. Earnings growth has been 
accomplished more in spurts than steadily, and 1959 
should witness a strong recovery to about $5.75 a 
share, a new peak. Here, again, at the indicated 
price/earnings multiple of 25.2 the stock is at a level 
where partial profit-taking should be considered at 
this time. 

The investor who has held any one of these four 
excellent stocks for an extended period must count 
himself fortunate, but new purchases are not justi- 
fied at current prices. 


More Blue Chips 


American Can is still widely regarded as the leader 
in the container industry, although Continental has 
become slightly larger in terms of sales since its 
recent acquisitions. Without quite matching Conti- 
nental in the aggressiveness of its diversification 
program, American has acquired important interests 
in paper containers, plastic “bottles” and collapsible 
tubes. It also participates in jointly owned enter- 
prises in Venezuela, Mexico and Brazil. 

While the container industry should expand with 
the growing trend for the use of packaged products 
of all kinds, the major can manufacturers always 
face potential sharp competition in the form of “do- 
it-yourself” tendencies by the large food packers. 
whose volume would easily justify their own can- 
making subsidiaries (Campbell Soup, for example, 
is the third largest can manufacturer). This sit- 
uation limits profit margins rigidly. Accordingly, 
American Can cannot be regarded as a growth issue. 
but is currently attractive for its better than average 
yield and moderate price/earnings ratio. 

Owens-Illinois, the largest manufacturer of glass 
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containers, has also expanded horizontally by its 
acquisition of multiwall bag, corrugated paper, ply-7 
wood and plastics divisions; additionally it holds a 
3% interest in Continental Can, 144% in Monsanto 
Chemical and 32% in Owens-Corning Fiberglas. Al- 
though it also makes TV bulbs and insulating glass, 
containers account for about three quarters of 
Owens’ total sales volume. This company has su’- 


fered active competition from fibre containers (fcr) 


milk), cans for beer and soft drinks) and plastics 
(for perfumes and household requisites), but has 
nevertheless managed to find sufficient new markets 
to maintain a moderate rate of growth. At present 
the issue looks a little too generously priced, in the 
light of the market outlook. 

Occupying a position that is unique, General Electric 
is not merely the undisputed leader of the electrice] 
equipment industry but can probably qualify as the 
most broadly diversified single-package investment 
on the market. The company was described in deta’! 
in the article “Multi-industry Diversification” in the 
December 19 issue of the Magazine of Wall Street. 

Westinghouse Electric falls considerably behind GE 
in size and is undoubtedly a little lower in quality, 
but against any other yardstick is an outstanding 
company. It is thoroughly diversified in both con- 
sumer and industrial lines, has become an importan 
manufacturer of jet aircraft engines, and even lead: 
GE in the atomic energy field. It is probable tha‘ 
Westinghouse’s 1959 earnings ended up only nar 
rowly above the $2.12 per share (adjusted) reportec 
for 1958, but 1960 is expected to show a more sub- 
stantial gain. This should justify some increase in 
the current $1.20 dividend representing a meage1 
yield of 2.2%. As befits its junior role Westinghous« 
sells at a considerably lower price/earnings ratio 
than GE, but both of them are high and postpone- 
ment of new purchases is indicated despite the excel- 
lent outlook for the two companies. 

Within its own industry General Foods is aptly 
named; this outgrowth of a small dietary enterprise 
is now the largest manufacturer of packaged foods 
of all kinds. Growth has been accomplished both by 
internal expansion and the acquisition of successful 
outside lines, such as Jell-O, Birdseye Frosted Foods, 
Log Cabin Syrup, Walter Baker Chocolate, and so 
on. The company is also, with its Maxwell House 
brand, the largest domestic coffee roaster. Although 
coffee accounts for about 40% of sales, remaining 
business is so well diversified that no single product 
line represents more than 15% of sales. The com- 
pany has recently penetrated into foreign markets 
in Western Europe, Japan and Latin America. 

While food stocks are ordinarily esteemed pri- 
marily for their stability General Foods has shown 
a very creditable rate of growth, and nothing indi- 
cates that this is likely to be checked in the early 
future. The company’s constant expansion has caused 
it, however, to follow a very conservative dividend 
policy, and investors emphasizing income will not 
be attracted by its meager 2.4% yield. At 22.1 times, 
the price/earnings ratio is nearly double the earn- 
ings multiple for the same issue which has prevailed 
in the past. 

The meat packers, among whom Swift is by far 
the largest component, provide an exaggerated illus- 
tration of some of the (Please turn to page 486) 
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WHY 1960 IS A TIME FOR 
CAUTION in the BOND MARKET 


—A professional analysis by our expert (who so accurately fore- 
cast the 1959 bond market in our Preview issue of January 17, 1959) 


By MICHAEL STEPHEN 


®& Various influencing forces to be operative in the bond market 
> Factors of importance that need to be considered in the business outlook 
—in foreign developments—in government and political activities— 


credit and loan position of banks 


> Trend of money rates at home and abroad—doubt that FED will ease money rates 
> The time to buy bonds if you are an investor—or capital-gains-minded speculator — 
bonds suited to various income categories—and purchase levels recommended 


HE question whether it is time to buy bonds again 

has come up with increasing frequency in recent 
months. It is not hard to understand why this should 
be so. While stock prices have been rising to record 
levels, bond prices have been falling almost continu- 
ously for more than a year and a half. By December, 
one issue of the Treasury’s 214% bonds due in 1972 
had fallen to 7914 (yield 4.65%), the lowest price 
on a taxable Treasury bond in more than sixty years. 
Shorter-term Treasury notes have been available to 
yield 5% or better, the best return on this type of 
paper since 1920 or 1921. 

The temptation is to assume that bonds are on the 
bargain counter. But there are good reasons for cau- 
tion. The bond market is full of pitfalls for the 
unwary. One need only look at some of the losses 
incurred as a result of premature purchases of bonds 
in recent years. For example, only little more than 
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a year ago a respected investment authority told its 
clients that bonds should be bought because their 
prices had fallen sharply while stocks had moved up 
too fast and too far. Investors who bought as a result 
of this advice lost 60 or 70 points per $1,000 bond 
and speculators who operated on margin saw their 
capital wiped out. In actual fact, as Chart A indi- 
cates, bonds continued their downward move (as was 
predicted in our article last January on The 1959 
Bond Market). 

Perhaps the saddest experience in bonds in recent 
years, if not for all time, involved the ill-fated Treas- 
ury 25¢s due in February 1965. They were initially 
offered in June 1958, around the top of the bond 
market’s big rise, and the general expectation was 
that they offered rich capital gains. Everyone fought 
to get them, from the investment experts of the 
great financial institutions to the greenest amateur 
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economy slows down in recession. 





TABLE A 


Price Fluctuation of Treasury Bonds 


When prosperity returns and peo- 
ple are tempted to overborrow, 
the Federal Reserve shifts its pol- 
icy and restricts credit; the idea 
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1958 


Few economists would predict 
that a recession will hit the Amer- 
ican economy within the next six 
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speculator. Now they are freely available at about 
89, some 11 points below issue price. Big banks and 
investment funds show red ink in their portfolios; 
the individual speculator was wiped out long ago. 
Such are the penalties of ill-considered action in the 
bond market. 

It is never easy to forecast the future, as any in- 
vestor soon learns out of his own experience. But 
the bond market is particularly risky because of all 
the factors involved: the business outlook, the will- 
ingness of people to save, the state of inflation psy- 
chology, Federal Reserve monetary policy, the com- 
mercial banks’ money positions, the outlook for the 
Federal budget and Treasury financing needs, and 
the liquidity position of business. 


The Importance of the Business Outlook 


The business outlook is important to the bond 
market for two reasons. It is the pace of business 
activity which determines how much money business 
has to raise at the banks, in the 
bond market, and by new stock 
issues. The record shows that 
when business activity is high 
and rising and optimism wide- 
spread, businessmen build up in- 
ventories, add to existing as- 
sembly lines, and construct new 
plants. All this takes financing 
and bank loans to business, new 
issues of corporate bonds, and 
stock flotations almost invariably 
increase in periods of prosperity, 


4's due 10/1/69 


34's due 5/15/85 
31's due 2/15/90 
3’s due 2/15/95 


21's due 12/15/67-72 


314's due 6/15/78-83 


months. 

On the contrary, almost everyone expects the U.S. 
economy to surge forward to new peaks in 1960 as 
the losses of the steel strike are made up. Rebuilding 
of depleted steel inventories is expected to insure 
that the bellwether steel industry will operate at 
more than 90% of capacity throughout the first half 
of 1960. Moreover, when inventory rebuilding spends 
its force, we may well see a new upsurge of plant 
and equipment spending. At the very least, business 
will be catching up on capital expansion programs 
which were postponed or rescheduled in 1959 because 
of uncertainty over the steel situation or because of 
actual difficulties in completing or delivering equip- 
ment already ordered. 


Meanwhile, consumer confidence is high, and with 
record personal incomes, people have money to spend. 
All signs point to a record total of consumption 
spending in 1960, enlarging markets and encourag- 
ing inventory stocking and capital expansion. With 
the stimulus of new compact cars, Detroit is figuring 


TABLE | 


Selected Treasury Bond Prices 





April 1958 High Becember 30, 1959 
Price Yield 


Price Yield 


4.53% 
4.70 
4.34 
4.30 
4.37 
4.04 


2.72% 
2.92 
3.04 
3.12 
3.16 
3.04 


94% 





putting increased pressure on the 
supply of funds and depressing 
bond prices. 

Moreover, the pace of business 





activity is a most important de- 


Yield 





terminant of Federal Reserve 
credit policy influencing the 
supply of money and credit. The 
Federal Reserve serves as a bal- 
ance wheel in the economy. It 
makes money plentiful and cheap 
to encourage spending when the 
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Bell Telephone of Pennsylvania 5%’s due 12/1/94 
Consol. Edison of N.Y. 514’s due 12/1/89 
Columbia Gas System 5%’s due 10/1/60-84 
Georgia Power 53%4's due 9/1/60-89 

Pacific Power and Light 5%4’s due 9/1/60-87 
Pennsylvania Railroad 3’‘s due 12/1/68 





5.21% 
5.26 
5.31 
5.34 
5.50 
5.76 
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In light of all this, it may not be overoptimistic to 
ok for a generally high level of business activity 
roughout 1960. 


The Influence of Foreign Developments 


No appraisal of the American business and credit 
utlook can be complete without cons‘dering the 
orldwide boom which is underway abroad. In 1958 
nd 1959, we were influenced adversely by foreign 
levelopments; our short-term indebtedness to for- 
igners rose sharply and billions of dollars of our 
old flowed abroad. But we are coming into a period 
hen more encouraging aspects may predominate. 
With foreign gold and dollar reserves touching new 
peaks monthly, relaxation of restrictions against 
American goods is inevitable. Moreover, as economic 
expansion brings higher living standards to more 
and more of the world’s peoples, the demand for 
U.S. goods should benefit. 

While the developing boom abroad will deepen and 


extend U.S. prosperity, its implications for interest 
rates and bond prices here are bearish. The strides 
made in achieving convertibility of the world’s 
major currencies have created a world money mar- 
ket once again. Tightening money and falling bond 
tend to be 
. In this 
world 
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TABLE II! — — — the — 
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United Kingdom (up 34% in the 
Rating Issue Price Yield year ended November 18) needs 
careful watching. The conclusion 
rene New York State 412's due 1/1/64 ena is that it is only a matter of time 
Aon =—-_- Marylend T's duo 8/1/68 ons until the 4% British discount rate 
1 ‘ ° . . ° 

Ac De!aware 2.60’s due 3/1/67 3.75 is advanced to bring it into line. 
Aa Massachusetts 1.60’s due 9/1/63 : 4.00 Meanwhile. U.S bond rates 
A Mount Lebanon Pa., School Dist. 2's’s due 5/1/76 . 4.20 ranging from 41, to 434% on in- 

. ‘ : vy mn 
a New York City 2.60's due 5/1/69 pene termediate and long-term Treas- 
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‘ comparison with many foreign 
Selected Canadian Government Bonds rates. B The German government 
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Canadian Government pa id 
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JANUARY 16, 1960 455 








NILA 


NNSYLVA'N! 


PART TWO 








1960 OUTLOOK 
FOR LEADING INDUSTRIES 


— With individual analyses by specialists in each field 


Edited by WARD GATES 


N Part I of this report, which appeared in the last 

issue of this magazine, we pointed to labor strife 
as the key issue for the new year, and the single most 
important determinant of business activity in the 
months ahead. 

But, with the steel strike settled, the possibility of 
a railroad walk-out averted, and a new ameliorating 
atmosphere in labor circles, there is little doubt but 
that the first half of 1960 can be one of great activ- 
ity. 

Under these circumstances, it is forecast that steei 
production would run at the annual rate of about 120 
million tons, and the auto industry would be hitting 
on all cylinders, with production well above the 
5,500,000 cars produced in 1959. Such a high level 
output in these two dominant industries cannot help 
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but accelerate industrial and business activity 
throughout the economy. 

Hence, individual industrial patterns for 1960 can 
now be examined mainly without the overriding 
handicap of the unsettling influence of a destructive 
labor outlook, nor the distortions of political maneu- 
vering that would enter into Congressional legisla- 
tion dealing with labor-management relations in a 
Presidential election year. 

AIRCRAFT—By Harold M. Edelstein 

After years of leading the way among growth 
stocks, this industry performed poorly in 1959. The 
reasons are not hard to discern. Defense spending 
remains at record peacetime levels, and will probably 
continue at close to $41 billion a vear for some time 
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o come. But the swing to missiles has affected the 
ndustry’s profit margin and has virtually broken 
ts hold on the lion’s share of defense funds, for to- 
day, electronic, chemical, tire and rubber companies 
ire able to compete effectively with aircraft manu- 
facturers for contracts on missile components, while 
aircraft procurement itself is moving out of its ex- 
pansion phase. 

An indication of what has happened to the aircraft 
industry as far as defense contracts are concerned 
can be seen in the employment figures. Whereas the 
workers in the aircraft industry comprised over 
90% of the personnel engaged in the production of 
military aircraft, today only 40% of the working 
force are required for the production of missiles 
per se, and the rest are employed in those other com- 
panies contributing to the missile program. 

Despite this radical change, however. the aircraft 
companies are far from moribund. Deliveries of 
military aircraft will rise this year, and fulfillment 
of commercial jet orders will be at an all-time high. 
Moreover, some of the principal producers, such as 
Douglas and Boe‘ng, will have smaller charge-offs 
for jet development to contend with this year, mak- 
ing for higher profit margins. For investors, how- 
ever, the aircrafts will remain unattractive largely 
because they still retain growth stock premiums in 
their prices—premiums not warranted by the pres- 
ent unsettled state of the industry. Stocks in this 
group must be individually weiched for their diversi- 
fied commercial as well as defense activities. Curi- 
ously, it is the neglected makers of small civilian 
craft, such as Beech, Cessna and Piper, that have 
outperformed the market and the industry in recent 
months. This process will probably continue in the 
year _— (See analysis of these companies in this 
issue. 


AIRLINES—By Sutter Jackson 
Jet aircraft has given a substantial lift to the 
major airlines. Load factors have improved to an 
average of 90% from a pre-jet figure of only 60 to 
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65%. The result has been sharply increased rev- 
enues. In the first half of 1959, for example, trunk- 
line revenues were almost $30 million compared with 
approximately $8 million in the same period a year 
earlier. 

Preliminary year-end estimates indicate that U.S. 
air carrier traffic and revenues broke all records in 
1959. However, the estimated 1959 profit margin of 
2.9% on sales and 6.5% return on investment indi- 
cate that the airlines industry is still far from being 
out of the woods. Much rests upon the C.A.B.’s final 
decision in the General Passenger Fare Investiga- 
tion, in which the examiner has recommended an 
average 10.6% return on investment for the indus- 
try. 
However, in the year ahead, there are signs of 
new problems. Competition is sharp, and, as more 
airlines receive more jets, it appears likely that the 
increase in seats will (temporarily, at least) out- 
strip passenger growth. The novelty of jet trans- 
port, except for long trips, seems to be wearing off, 
and a gradual drop in load factors has already been 
observed. Where passengers were insisting on jet 
accommodations, many will now take what is avail- 
able. And where the novelty compensated for the in- 
convenience of long taxi or bus trips to and from 
hinterland airdromes, these have now become an- 
noyances that are cutting into the eagerness for jet 
travel. 

Nevertheless, there is no doubt that the jets have 
more than lived up to expectations. The practical 
result, of course, is that those carriers that started 
first in the jet race have a big jump in paying off 
their massive equipment obligations. By the end of 
1960, however, most lines will have their jet pro- 
grams well under way and true competition will 
have set in once more. 

All these factors will probably hold down revenue 
growth for the industry in 1960. (Moreover, they 
may not have a repeat of the 11% rate increase 
granted in 1959.) Within the industry, however, 
there will be a shift of earnings as the slow start- 
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ing operators obtain delivery of their jets. 1960 will 
be another inconclusive year for the airlines. 


DRUG INDUSTRY—By R. C. Erlingsen 


The drug industry optimistically looks for gains | 


in 1960 similar to the 7% in sales and slightly less 
in earnings estimated to have been recorded in 1959. 


Price weaknesses should continue to be more than | 
offset by the flow of higher-margin new products. | 


The ever-increasing risks of product obsolescence 
will foster record research expenditures, not only : 
necessity to maintain competitive position, but the 
best source of potential future earnings. 

Several widely publicized probes into prices anc 
profits have aroused considerable public resentment 
It appears unlikely that direct legislative contro 
over the industry will result, although a consent de 
cree permitting broader cross-licensing of certair 
formulae might be effected. Industry observers be- 
lieve, however, that its members will practice 
stricter self-policing of prices. 

These investigations are exnected to last at least 
into Spring with other product groups yet to come 
under the spotlight. Further adverse publicity is 
sure to accompany them and drug shares may re- 
main under pressure for several months. While 
wholesale liquidation is not advocated, neither are 
drug stocks believed to be generally at “bargain 
counter” levels. 

Investors, therefore, should bear in mind that 
drug issues sell at exceptionally large multiples of 
earnings, and are consequently highly vulnerable to 
sudden changes in profit prospects. Contemplated 
purchases should be carefully selected and a dollar 
averaging program might prove most intelligent. 


FARM EQUIPMENT—By John D. C. Welden 


The nation’s farm equipment producers have en- 
joyed excellent prosperity in the last two years, part 
of it during the recession that shook up most major 
industries. This resulted from the need to replace 
farm workers with machines. and the buying was in 
a large measure made possible by the new and effi- 
cient methods that credit organizations have de- 
veloped for helping the farmer purchase major 
equipment on time. 

However, 1960 appears less dynamic. Farm in- 
come has begun to slide again, indicating substantial 
cutbacks in spending during the coming summer, 
first, because much needed equipment has already 
been acquired, and, secondly, because farm income 
is now in a moderate down-trend, which will psy- 
chologically cause the farmer to economize. 

While this condition may cut into profits, it is well 
to remember that the farm equipment companies 
have been heavily diversifving into other fields in 
order to stabilize the traditional cyclical nature of 
the farm equipment industry, and has also been 
helped by the substantial progress made toward re- 
ducing costs in recent years. Furthermore, various 
companies are making excellent progress abroad, 
constantly expanding markets and achieving geo- 
graphical diversification that will add to their profits 
base in hidden earnings since companies with plants 
abroad are not obliged to declare their profits for 
tax purposes. 

Most shares have reacted considerably in the past 
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month, but the uncertainty of the stock market suz- 
gests a policy of deferring any commitment in this 
field pending clarification. 


MERCHANDISING—By Erik |. Morton 


Department store shares have been in good de- 
nand in recent months, reflecting the exceptionally 
gh level of consumer spending even during the 
eel strike. There is no doubt that this is the result 
‘the high level earning power among the citizens 
this country, which has produced an affluent so- 
tty able to maintain the standards of a middle class 
onomy. This, supported by welfare and unemploy- 
ent benefits, also helps to maintain the high level 
consumer buying. 
We therefore expect retail trade to hold its own 
i. the year ahead, but most of the stocks in this 
¢itegory have long since discounted their prospects 
ior the year ahead. Price-earnings ratios are at all- 
t me highs, and yields on these shares have fallen 
\ell below current money rates. Hence, despite their 
«xcellent business outlook, selectivity must enter into 
| uying, as most of the shares cannot be considered a 
urchase at the present time. 


NON-FERROUS METALS—By William F. Boericke 


Copper, aluminum, zinc and lead enter 1960 with 

‘ood prospects for larger demand and firm prices, at 
‘ast through the first half of the year. Taking these 
netals up in order, copper at present is in extremely 
‘tight supply. The prolonged strike at U. S. mines has 
‘esulted in drastic reductions in producers’ stocks 
and immensely improving the statistical position of 
he metal. There is little doubt that call for copper 
will be insistent to refill pipe lines and rebuild in- 
ventories which have been virtually depleted. No 
relief is expected before the end of th first quarter 
at least. Even with the start-up of mining opera- 
tions, there will be the normal cycle of 60 to 90 days 
before refined copper will be available for the mar- 
ket. The price of copper appears firmly established 
at 33 cents a pound by the producers, with smelters 
asking 35 cents for February delivery. While higher 
prices no doubt could be obtained, the producers ap- 
pear determined there shall be no repetition of 1956 
when the price soared above 45 cents, with conse- 
quent loss of markets followed by a severe price 
decline. Continental and British consumers are hesi- 
tant over reaching for copper above £260 (321% 
cents) and believe that £240 (30 cents) represents 
a fairer figure. 

The price trend in the second half of the year is 
more debatable. Little doubt exists there is an excess 
of production capacity which if fully employed, could 
result in a copper surplus developing. Much new pro- 
duction will soon be on the market, notably giant 
Toquepala in Peru and stepped-up output from Chile. 
In consequence, it is expected that some sort of cur- 
tailment will be required if the 33 cent price is to be 
maintained. This may not be so easy to accomplish 
because of the international character of the copper 
industry. Failure to curtail production later in 1960 
could result in the copper price slipping back to 30 
cents a pound, 

Evidence that speculators expect this is shown. by 
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the wide disparity between the price of cash copper 


and metal deliverable six (Please turn to page 492) 
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CUBA, thorn in the side of the State Department and 
all concerned with Latin-American relations, is not 
due for the “spanking” advocated by many, namely, 
a curb on sugar imports from the Island Republic— 
all of them bought at two to three cents per pound 
above the world price under present law. Cuba’s 
quota to the United States is now about one-third 
our national consumption and approximately one- 
sixth higher than the quota for U. S. producers. Cost 
of this largesse now runs about $159 million annu- 





WASHINGTON SEES: 


Vice President Nixon’s success in negotiating a 
settlement of the steel strike has definitely estab- 
lished him as a man who can successfully cope 
with internal problems dangerous to the national 
economy and welfare. This is stressed by his 
friends and conceded by political opponents. 

Immediate effects of the settlement, for which 
the White House and Congress are grateful, will 
be the avoidance of hasty and ill-conceived labor 
legislation which could bring an end to free col- 
lective bargaining, plus strait jacket controls of 
both management and labor which, in the final 
analysis, would amount to wage-hour-price con- 
trols for just about all business and industry. 

Definitely in the making was compulsory and 
binding arbitration in major labor disputes, more 
significant roles for Federal mediation in labor- 
management broils, tighter Congressional super- 
vision—rather, “observance’“—of Administration 
handling of top labor disputes. 

These rigid controls and observations have been 
eliminated. The Congress will by-pass all con- 
troversial labor legislation in the Second Session. 

There will be investigations, yes. But they will 
be careful, methodical and not prodded by the 
heat of public indignation. Out of them will 
emerge—perhaps two years hence—a legislative 
program tempered by good sense and sound 
judgment. 














By “VERITAS” 


ally. Periodically, Congress examines the sugar situ- 
ation and allocates among the sugar-producing na- 
tions a percentage of the sugar to be imported by 
this country. Despite the fact that Cuba, under the 
direction of Fidel Castro, has been seizing American 
properties and trying to draw Latin Countries away 
from the West, our State Department will take a 
soft attitude and ask that Congress take no action 
against Cuba when—next Spring—it reviews the 
Sugar Act. The situation is grave. Either we insist 
that Cuba respect our property rights there, or we 
quit cold in our sugar support of the Caribbean Re- 
public. If we don’t get tough, we only engender in- 
creasing disrespect for the United States all over 
Latin America. 


TAX REDUCTION, presumably “out the window” be- 
cause House Ways and Means Committee says all 
revenue code revision is to be deferred another year, 
is not now an improbability—barring war, of course. 
The Committee has “taken a stand,” but influential 
members do not exclude “some” revenue revisions, 
including realistic depreciation allowances for pro- 
duction machinery and facilities, scaling of the pro- 
gressive personal income tax rates, and a “small cut” 
in corporate rates. Possibilities are remote, true, but 
they are having behind the scenes consideration. 
Educated guess remains, however, that any cuts are 
highly improbable. 


INTEREST ceiling on long-term Federal bonds—five or 
more years—will be to the front early this year. 
President will again ask removal of the present 41,4, 
percent ceiling, but Senate Democrats are certain to 
turn a deaf ear. White House feels a 5 percent ceiling 
would greatly facilitate management of the public 
debt. Privately, opposition forces feel the same way, 
but holding the rate down has popular political ap- 
peal, according to one highly placed Democratic 
dignitary. In the meanwhile, monthly sales of Series 
“E” bonds continue to run far behind monthly re- 
demptions—privately owned savings banks, building 
and loan associations, continue paying higher inter- 
est rates, with added convenience of easy, fractional! 
withdrawals. 
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Unidentified undersea craft prowl Western Hemisphere 
waters in mounting numbers. It will be officially denied 
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production of Intercontinental Ballistics 
Missiles to be launched from land bases. 

Ve know where most of these are, could 
<nock out a major portion with atomic armed 
1ircraft, but fact remains we have not 
ieveloped a system which would locate and 
lestroy the missile—carrying submarine. 
Underseas superiority may partially account 
for Khrushchev's recent declaration that 
Russia will, unilaterally, reduce her land 
armaments. In the meanwhile, our Navy 

will proceed with construction of three 
conventionally powered submarines, the 
BARREL, BLUEFISH and BONEFISH. They will 

be the last of that type; from here on out 
our subs will be atom powered. 


Veterans’ lobbies, relatively quiet during 
the First Session of Congress, are 
readying new demands — among them free 
medical care and hospitalization, 
regardless of the individual's financial 
capacity to pay for private services; 
further increases for those now on the 
rolls, plus a minimum $100 per month for 
ex-service men past 60 or 65, also regardless 
of actual need for the money; tax-exempt, 
of course. Admittedly, the ex-servicemen 
have no economic or moral justification, 
"but this is an election year, let's make 
the most of it." It is flatly stated 
that such legislation will encounter an 
emphatic Presidential veto which will 
be sustained by both Houses of Congress. 
Estimated cost of the $100—per—month 
plan runs in excess of $3.6 billion per year. 











Postal rate increases again to be asked. 
A theoretically balanced budget will be 
1960 
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by Navy and the White House, but sources which cannot be 
gainsaid confirm it. They have been detected from Labrador 
to Cape Horn, from the cape to Alaska. And sonar devices 
have established that some may be atomic powered — 
capable of cruising at great depths and for long period 
It may explode our complacency, 
our having the World's largest atomic undersea fleet. 
The situation may bring considerable revision 
spending during the rest of the fiscal year. Presently 
ticketed for anti-submarine warfare is around $2.2 
billion. The figure could well go to $6.6 billion before 
June 30 through the simple expedient of transferring 
other funds to "research and development." 

Russian submarine fleet, 
could be greater menace 








engendered by 


in Navy 


estimated at 500, 
boasted assembly line 


now 
than their 


partially predicated upon hikes 
estimated to bring in $350 million 
annually. Postal rate hikes are election 
year impossibilities. Further, there 

is growing Capitol Hill dissatisfaction 
with postal service, definitely 
deteriorated in the past two years. No 
direct blame is placed on Postmaster 
General Summerfield at this moment, 
there is mounting feeling that he is 
giving too little time and attention to 
his primary job — delivering the 

mails — and too much to censorship and 
politics. 








but 


Democrats who returned to the Capitol 
prior to Second Session of Congress 
are far from optimistic about the Party's 
future. A year ago, fresh from their 
Sweeping gains, they surged into Washington 
with an exuberance which could be 
termed "cocky." The successful string 
of Eisenhower vetoes, coupled with a grass 
roots demand for fiscal responsibility 
—— plus labor reform — served to curb 
a lot of the enthusiasm of just a year 
ago. In the meanwhile, with a booming 
national economy and growing signs of'a 
real thaw in the cold war, a thaw 
that could lead to a stable Peace, 
Democrats are no longer so sure the 
Party will have issues with which it can 
capture the White House in November. 
Some of the more pessimistic feel 
Democratic majorities will be severely 
whittled, but not lost, in both Houses of 
Congress. Compounding the Democrats 
woes in jockeying for political 
advantage are the four Senators seeking 











the Democratic Presidential nomination, 
and the Session may be the shortest in 
seven or eight years as adjournment 
before July 11 is aimed at. 


Payola will continue to draw headlines, 
produce much proposed legislation for 
better Federal control over radio 
and television broadcasting. It is more 
certain to bring sweeping probes of 
the Federal Communications Commission 
and the Federal Trade Commission, the two 
agencies charged with regulatory powers. 
There is a sharp division of Washington 
opinion; one group contending present 
Statutes are adequate; a second group 
inclines to the belief that the two 
Commissions lack the statutory powers to 
Clean up the smelly situation. 





Building trades unions, primarily 
concerned with residential construction, 
are certain to seek featherbedding 
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this year. New construction methods 

— prefabrication among them — are cutting 
back jobs per unit as well as construction 
time per unit. New plastics and 
plastication are eating into demands for 
carpenters; ready-mix concrete, poured 
into quickly set-up forms for basements 
and foundations, is cutting demands 

for brick-masons. Experts here estimate 
that within another three years, the 
average single family home unit will be 
built in eight days, compared with 
present 3.5 weeks after laying of 
foundations. Unions are also weighing 
demands on muncipalities for tighter 
controls over the "do it yourself" 
homeowners whose growing numbers and 
skills are reducing employment of 
plumbers, electricians and carpenters. 


Abolition of Presidential 
preferential primaries may be in the 
making — not this year, of course, but in 
Subsequent national election years. 
Practical politicians see them as actual 
deterrents to selection of the No. l 
candidate; favorite son candidates come 
to conventions with primary support 
back of them, but no real prospects, yet 
their small bloc of delegates gives 
them a trading position with which they 
can hope to cause a temporary deadlock. 
Political scientists see the primary 
as indicative of little in value by which 
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to gauge public choice of a candidate, 
the choice being made in “smoke filled" 
rooms and by back-—stage horse—trading 
among delegates. At State levels, 
primaries are financial burdens and are 
beginning to be regarded as expenses 
which can be done away with. 


Nuclear powered reactors as heaters for 
large buildings, whole block—wide 
areas in cities, are having intensive 
Study by atomic energy researchers. They 
could also be used to operate large 
air conditioning units in the Spring and 
Summer, thus having year—‘'round economic 
utility. Yet to be determined is 
economic feasibility — operating costs 
versus present conventional fuels. 
Safety hazards are not now regarded as 
a problem. Atomic Energy Commission 
does not see sizeable atomic generated 
electric energy as an economic reality for 
many years, while some few well—placed 
and knowledegable atomic reactor engineers 
see atoms for heat as a practicality 
within the present decade. 

Stiff license fees for commercial 
radio and television stations loom 
as a possibility. Some Congressional 
figures see it as a means of controlling 
broadcast obscenities and exaggerated, 
misleading advertising. Further, they look 
upon it as a matter of justice, as well 
as a source of additional revenue for the 
Federal government. Argument for the 
license fee would be: A commercial 
enterprise for profit — the broadcasting 
station — has free use of a definitely 
assigned channel in the air waves which 
belong to everyone, ergo, they should pay 
an appropriate sum therefor. Fees would 
be based upon station power, range 
and potential audence volume. Other 
arguments in favor of the proposal include 
better assurance of financial stability 
of station operators, the license fee 
being subject to attachment (in event of 
license revocation) for the benefit of 
aggrieved or injured parties. In the 
meanwhile, opponents of pay-as—you see 
television favorably regard it as a means 
of stifling pay television before it 
can materialize. But toll TV continues 
a remote possibility. In three years, 
Federal Communications Commission has 
received but one application for a toll TV 
channel, and that application is not 
seriously regarded in Commission circles. 
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WORLD TRADE 


OUTLOOK FOR 1960 


By JOHN E. METCALF 


> Nations poised for competitive race to conquer world markets 
> U.S. import-export trade dilemma and outlook 

& The “have-not” world in revolt for a place in the sun 

& Products — prices — financing — and the factor of goodwill 


N the decade just ended billions of dollars were 
I spent to strengthen the industrial sinews of 
the Free World. Manufacturing capacity has been 
uilt to peak levels and technological advances 
have reshaped production methods. In the prin- 
‘ipal industrial countries of the West foreign ex- 
‘hange reserves have been replenished, economic 
‘ontrols have been cast aside, and multilateral trade 
ind currency convertibility are now restored... Grow- 
ng self-confidence is apparent, bolstered by the 
ease with which contractions in business activity 
have been overcome. 

The world economy in entering the decade of the 
Sixties is rapidly picking up speed from the mod- 
erate recession of 1958 and is laying the groundwork 
for another broad expansion. Many signs now point 
to a general upsurge of world trade. Western 
Europe is on the threshold of a major advance in 
consumer spending; Asia is straining to industri- 
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America is be- 
latedly recovering from the ill effects of a dip in its 


alize; Africa is awakening. Latin 
commodity export prices. Economic activity in 
Canada and the United States is again spurting 
ahead. Significant too is the growing entry of the 
Soviet Bloc to world trade. 

Throughout the world great encouragement has 
also been generated by recent steps toward relaxa- 
tion of political tensions. Khruschchev’s visit, Eisen- 
hower’s tour, the approaching summit meeting — 
all these give renewed hope for an eventual East- 
West rapprochement. As a result, current business 
planning is tinged with optimism. 


The Fly in the Ointment 


Despite this generally rosy outlook, there is cause 
for concern over the competitive position of U.S. 
exports in world markets. The American public has 
at last awakened to the danger of continued wage- 
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price inflation and deficit spending. Wage boosts in 
excess of productivity and government spending in 
excess of tax receipts have set in motion an infla- 
tionary spiral that could sap our economic strength 
and jeopardize our world leadership. 

Fortunately the peril of this situation has been 
recognized, and a determined effort is now being 
made to remedy it. A changing climate of public 








TOTAL U.S. MERCHANDISE EXPORTS and IMPORTS: 


Trade surplus contracts as imports expand 
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FINISHED MANUFACTURES: Rise in imports 
accelerates as exports continue below 1957 high 
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CRUDE and SEMIMANUFACTURED MATERIALS: 
Cyclical upswing in imports; much of 
1954-57 gain in exports has been lost 
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FOODSTUFFS: Import rise moderate; 
exports hold most of large 1955-56 gain 
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opinion has made it somewhat easier for business- 
men to resist excessive wage demands. But its 
a start. Likewise the Administration has been J 
strengthened to reject politically appealing new 
spending programs and to strive for a balanced 
budget. A tight money policy is also helping to hold 
down inflation. 
As a further effort toward reducing government 
expenditure and improving the balance in our 
foreign payments, our Allies are being asked to 
shoulder their fair share of defense costs and aii 
programs. The United States contributed substan- 
tially to the postwar rebuilding of Europe’s eco 
nomy. Record levels of material well being and bol 
stered currency reserves there and in Japan nov 
make possible a collective approach to the challeng« 
of the Sixties — helping the underdeveloped coun 
tries to advance toward a standard of living tha’ § 
will permit their integration into the world economy 







U.S. Exports Recovering 


A two vear decline in U.S. exports ended during 
the second half of 1959 and American businessmer 
are now trying to recover the ground lost during 
the global recession in 1958. United States sales | 
abroad suffered more than the exports of other 7 
tradine nations, partly because ours had been ab- 
normally inflated in 1957 by the Suez crisis. Despite 
the bottomingout in our export drop, the U.S. trade 
surplus was drastically pared last year by an up- 
surge in imports. The United States trade totals fon 
the past 5 years are shown below in billions of 
dollars: 


Commercial General Trade 
Exports Imports Surplus V 
1955 $14.3 $11.4 $2.9 
1956 17.3 12.6 4.7 f 
1957 19.5 13.0 6.5 
1958 16.3 12.8 3.5 
1959-prelim. 16.1 15.0 1.1 


As indicated above. the over-all level of U.S. im- 
ports were barely affected by the 1958 recession: 
rising imports of consumer goods cancelled out | 
reduced foreign purchases of industrial materials. 
The rapid recovery of our economy last year was 
reflected in larger imports in all categories except 
foodstuffs which are fairly immune to cyclical fluc- 
tuations. 

Our reduced trade surplus of $1.1 billion in 1959 
was grossly inadequate to sustain the burden of our | 
global aid program plus military spending and pri- 
vate investment. The deficit in our over-all foreign 
payments was about $4 billion, of which $1.1 billion 
was settled in gold and the balance by increases in 
foreign holdings of U.S. dollars. The smallness of the 
gold loss (compared with $2.2 billion in 1958) was 
indication that European confidence in the dollar has 
been bolstered by the tough financial measures now 
being taken by the U.S. Government to restore | 
equilibrium. 

The foreign trade and payments outlook for 1960 
holds promise of some improvement for the United 
States. Some Government economists are cautiously 
forecasting a $2 billion boost in our export earnings 
this year, sparked by increased sales of machinery, 
aircraft, steel products, chemicals, cotton, and other 
agricultural produce. Imports are expected to keep 
right on climbing, but the anticipated gain of $1 
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Recent Shifts In U.S. Trade ~ 








Jan-Sept Jan-Sept 
1958 1959 
EXPORTS: 

DOWN Mil. $ Mil. $ 
Cet, BD BITE, ocecccccececccesesctsnscnsonssesnens ; 547 234 
Set, Berta BITE cccccecscccccescesccccesesscese 406 292 
Petroleum prod., down 12% .......... 349 305 
Steelmill prod., down 26% ........... 422 311 
Comm, aircraft, down 49% ..... : 186 95 
Railroad equip., down 55% 0.2... 150 67 

uP 
Grains, GP BBW ........ccccccesecccesorevererseeescees ’ 952 1080 
Fats & oll, Up 2B% ........ccc.ccecsccerccercrcseeeerees 380 488 
Chemicals, up 17%  ..........-0000+ peieacnicnaes 543 633 
Synthetic rubber, up 45% ............ccceseeeeeeees 87 126 
Automobile parts, up 28% ......... 141 181 

IMPORTS: 

uP 
Automobiles, up 61% ...........:cccseccseeeseenseees 342 549 
Steelmill prod., up 144% ............00+ 155 378 
Textiles, Wp 2% ..cccsccecscovcsecccsnseecesssess 478 614 
TE II TEI seen cnseccnestesvacenssecnenicones 539 692 
Natural rubber, up 59% .......... eee 172 274 
Week, CI BBM nnncccccccecrcccceccccccccsccvcccccsecseoseses 115 176 
Hides & leather, Up 71% .........ccccceecsessseneeees 62 106 
Meat products, up 28% .... 244 312 





lion would be moderate compared with the $2.2 


lion jump in 1959. Thus federal officials foresee a 
ide surplus in 1960 of more than $2 billion, double 
at of last year. 
Shifting Commodity Trends 

Seven commodities account for the major portion 
recent shifts in our foreign trade pattern. Some 
these changes are temporary adjustments while 
hers reflect the gradual working out of long-term 


trends. Exports of automobiles, steel, textiles, and 


te 


il products have declined steadily the last few 
ears while imports have simultaneously risen. 


In the case of automobiles, exports in 1959 hit a 
sstwar low of only 114,000 cars while imports ex- 


ceeded 600,000 (vs. 98,000 in 1956). Rising Euro- 
pean car output has had the dual effect of penetrat- 
iz the U.S. market and capturing sales abroad that 


rmerly went to American exporters. Detroit hopes 


hat its new compact models will recapture some of 
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the lost markets, but American auto makers are 
playing it safe by further investment in overseas 
manufacturing plants. 

Last year’s sharp reversal of our traditional role 
as a net exporter of steel products was due chiefly 
to the steel strike here. Hedge buying earlier in the 
year and panic purchases later pushed imports way 
up, while exports were reduced to a trickle. How- 
ever, price competition is now a growing factor to 
be reckoned with, especially in the smaller items 
like nails, wire, and reinforcement rods. Also, the 
St. Lawrence Seaway has lowered the delivery cost 
of European steel to Midwestern consumers, an- 
other advantage to European exporters. 

Worldwide industrialization has reduced U.S. ex- 
ports of textiles while lower production costs abroad 
have swollen U.S. imports of cloth, apparel, and 
home furnishings. Foreign made shirts and blouses, 
knit gloves, scarves, towels, and tablecloths have 
been very popular with the cost-conscious American 
consumer. 

The postwar downtrend in U.3. exports of petro- 
leum products was only temporarily reversed dur- 
ing the Suez crisis when European refineries were 
cut off from access to cheaper Middle East crude 
oil supplies. But the rapid growth in U.S. imports 
of crude petroleum and residual fuel oil was halted 
in the spring of 1959 by the Government’s manda- 
tory quota system. As late as 1952 our net petro- 
leum exports were over $100 million; last year the 
excess of U.S. imports over exports was more than 
$1 billion. 

The changing volume of cotton, coal, and aircraft 
exports results from different factors. The U. S 
farm support program has priced American cotton 
out of world markets so that it only moves abroad 
under subsidy. Export volume in the crop year 
ending last July was exceedingly low, but during 
the current year the Government intends to double 
overseas cotton sales through its disposal program. 
Total 1960 cotton exports may therefore top ’59 by 
as much as $500 million. 

The outlook for coal is not too encouraging. Ex- 
ports, chiefly to Europe, climbed rapidly in the mid- 
1950’s reflecting mounting industrial fuel needs. 
Despite ample evidence that American coal has re- 
mained competitively priced in European markets, 
shipments dropped to about $400 million last year 
— less than half the 1957 figure. The increasing 
substitution of fuel oil for coal has resulted in a 
mounting surplus of European mine stocks and the 
raising of import barriers to protect domestic in- 
dustry; thus a further decline could be in store this 
year. 

U.S. exports of commercial aircraft dropped tem- 
porarily in 1958-59 as the world’s major airlines 
prepared for the long leap into the jet age. Toward 
the end of last year, however, deliveries commenced 
on a foreign order backlog totaling well over $500 
million. This will be a solid gain for 1960. 

Exports of industrial chemicals gained steadily 
in 1959, more than doubling 1953 dollar sales, and 
a further advance is expected this year. In the same 
period, exports of plastics and synthetic resins 
tripled, and sales of synthetic rubber have expanded 
even more rapidly. 

Among agricultural commodities, increased ex- 
ports of wheat, coarse (Please turn to page 486) 


465 











BOOM YEAR 


FOR BANK STOCKS? 


By WILLIAM AMOS 


HARPLY rising interest rates, coupled with an 

increasing volume of bank loans sparked bank 
stocks in 1959 to one of their best market advances 
in several years. It is a source of great satisfaction 
to us that we forecast this rise in our Jan. 17, 1959 
issue. 

Prices of the major New York City bank 
stocks rose last year by about 23%, substantially 
better than the 16.4% gain in the Dow-Jones Indus- 
trial Average. Now, at the start of 1960, with inter- 
est rates promising to hold at present levels or to 
rise further, the prospects are that the banks will 
show additional gains in earnings in the coming 
year. The extent to which these gains will be reflected 
in market appreciation of bank stocks will depend 
partly on investor psychology, but the probabilities 
are that a year hence bank stocks will not only be 
earning more, but also will be paying more in divi- 
dends and will be selling at higher prices than they 
are today. 

Four out of the last five years have been good ones 
for bank operating earnings. This is reflected in the 
following percentage gains in net operating earnings 
of the major New York City banks: 
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1959 15.0% 
1958 0.1 
1957 13.2 
1956 16.6 
1955 10.4 


Of course, rising interest rates, which have been 
a major contributing factor to the good gains in 
bank net operating earnings, also caused declines in 
bond prices, which in turn produced sizable security 
losses for most banks last year. Thus, while net 
operating earnings increased handsomely, net 
profits, after taking into account security transac- 
tions, did not increase proportionately. So, while 
1959 was a year of gratifying gains in net operating 
earnings for the banks, it was also a year of large 
security losses. In view of the adjustments in port- 
folios already made, it seems unlikely that security 
transactions of banks in 1960 will produce red 
figures of the magnitude of 1959. 

In connection with the question of bond losses, the 
banks occupy a uniquely favorable tax position. This 
arises from the fact that security losses are deducti- 
ble against earnings (providing a 52% tax credit), 
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* sands of small 


Over 90 of this country’s 100 
largest corporations run aviation 
departments, and literally thou- 
companies are 
profitably using light aircraft for 
a variety of purposes. Though the 
corporate customer has been the 
irgest and dominant factor in 
the recent growth of general 
viation (all facets of aviation 
xcept the military and scheduled 
irlines), other markets have 
dded to industry prosperity. 
rop dusting, pipeline patrol and 
ireraft for hire are important 
reas contributing to industry 
iles, and pleasure flying is show- 
ng signs of revival. 
Since a business, more so than 
n individual, is able to afford a 
etter product with a higher price 
ag, the small aircraft industry 
1as found a market suitable for 
the introduction of superior, 
higher priced aircraft, and these 
new products, in effect are actu- 
lly efficient business tools, that 
have stimulated demand. 


Fiscal Year: 


Piper Aircraft’s record is an outstanding example 
of the rewards of product upgrading and the exploi- 
tation of the demand for business aircraft. In 1954, 
it introduced its first twin-engine model, the Apache, 
by far the lowest priced twin in the field, but over 
three times the price of its previously most ex- 
pensive model. The plane met with instantaneous 
success and sparked Piper to record sales and earn- 
ings in 1955. It also was an eye-opener to the possi- 
bilities ahead. 

The next new model was the Comanche, a high- 
performance, single-engine plane to sell in the 
$15,000 - $20,000 price range. The company sold 
close to 1,000 last year. Nor is this the end of the 
line. A more powerful version of the Apache, the 
Aztec, to sell for $50,000 and up has just been intro- 
duced, and it looks like the company will not be able 
to fill the demand. In fact, the Navy may be flying 
a few Piper Aztecs before too long. They too have 
some high-priced executive talent. 


The Low Priced “Compact” Plane 
Piper has two development centers, one at its 
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main plant in Lockhaven, Pennsylvania, and another 
at Vero Beach, Florida. Vero Beach recently intro- 
duced a new agricultural model and is currently hard 
at work on the development of a replacement for 
Piper’s old standby, the cloth-covered Tri-Pacer. 
Vero Beach is also investigating the possibilities of 
a small, two-place plastic model to sell in the $5,000- 
$6,000 price range. If successful this model could go 
far in stimulating pleasure and instructional flying. 
Beech and Cessna, Piper’s competitors, have been 
moving along in much the same fashion. 


Cessna, in fact, really spearheaded the business 
aircraft drive with an extensive sales and advertis- 
ing campaign in 1952. The company has long domi- 
nated the middle priced field with a broad line of 
dependable, single-engine aircraft. In 1954, Cessna 
ventured into the higher priced twin-engine field 
with its Model 310, a fast, five-passenger ship, 
which has been outstandingly successful both in the 
civilian and military markets. A heavy, single-engine 
plane, the 210, was just introduced this fall, and 
early reports indicate it will probably be an im- 
portant contributor to sales this year. 

Though Beech’s rate of new model introduction 


Three Small Aircraft Manufacturers 











Net Sales * Earnings *} Net Profit Price 
1958 1959 Per Share Margin Earnings Recent Price Range Current Div. 
——(Millions)——— 1958 1959 1958 1959 Ratio Price 1958-59 Div. Yield 
Beech Aircraft .............. $958 $895 $384 $452 34% 44% 128 61 65 -18 $1.60! 2.6% 
W.C, (mil.) ‘59—$22.8 
Cessna Aircroft ............ 86.1 105.7 562 741 55 7.5 13.2 98 103%-21% 2.00 20 «| 
W.C. (mil.) ‘59—$24.1 
Piper Aircraft ................ 27.1 34.2 236 300 80 8.1 17.3 52 53%4-14 1.001 19 


W.C. (mil.) ‘59—$ 7.6 





} *—All fiscal years ended Sept. 30. 


1_Plus stock. 


+—1958 earnings differ from those showe in the charts, as the latter are not adjusted for small stock dividends. 4 
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PIPER AIRCRAFT CORP.  =§§———— ss PPA f lower price field these companies’ 
” 7, 9s enginering staffs must learn to 
Light Airplanes : «| stop worrying about one-millionth 
of an inch and start worshipping 
the dollar. In addition, a large 
“| TLong Tere Debt: None! 35 aggressive distributor organiza 
| thy a 927,221 - ‘sep.'3 = | tion and marketing know-how 
0 eo — 4%} are essential. In this area the 
military suppliers are inexperi 
— 55 25 enced. Nonetheless, Lockhead i: 
; j f 50 already flying a light, single 
; t 45 = L » engine prototype at Marietta 
40 jth Georgia, and though the company 
| NOV.-DEC. 1959 ' ede claims it plans to manufacture 
= 0! --|35 and sell the plane abroad, success 
A “pal ew . oF ag this —— — ged 
| . F ~ ade management to change its 
] mind. There are also a few small 
ad) ae et I. A soveggftt = 5 companies making light aircraft, 
peal, eof Ps eT iii aaa and Rockwell Standard’s Aero Com- 
+ t so mander series has been very suc- 
, 8 cessful in securing an important 
1952 1953, 1954 1955 | 1956 | 1957 | 1958. . 1959 , position in the lucrative, high- 
171 4. 58] .41 | .42 | .46 | 1.62] 2.68 | 2.94 | 2.36 le02 36 [am priced twin field. 
j Ed kt B | 2 | :90 |st:00 1.00 | *1.00 [on To date, however, Beech, Cess- 














*Plus stock. Earnings shown, not adjusted for this. 


has been somewhat lower than its competitors, it is 
now making up for lost time. Two new models, the 
Queenair and Debonair were introduced this fall, 
and there are others on the drawing board. 

One of the most remarkable facts about this in- 
dustry is the apparent lack of new product failure. 
In recent years, all but one new airplane developed 
by these three companies have proved profitable, and 
most have been far more successful than manage- 
ment’s early estimates. Though the development of 
a new light aircraft is quite expensive, usually 
several millions of dollars, the profit generated by 
a successful new product justifies the risk by bring- 
ing in a handsome return on investment. 

The one failure in the past five years was Cessna’s 
620, a four-engine pressurized executive transport, 
which was never offered for sale. The faster-than- 
expected introduction of commercial jets pointed to 
the potential oversupply and low resale price of 
twin-engine Convairs and Martins, which could ful- 
fill the same type of travel requirement for which 
the 620 was designed. Cessna wisely dropped the 
development, scrapped its prototype and wrote the 
failure off in one quarter, moving on to record sales 
and near-record earnings that year despite the loss. 


Possibilities of Competition from Large 
Military Aircraft Producers 


Many investors have tended to shy away from the 
light plane makers, assuming if and when general 
aviation developed into an important market the 
large, military manufacturers would move in and 
skim off the cream. 


Grumman is already selling a fast, twin-engine 
turboprop powered by the Rolls Royce Dart, and 
Lockhead and North American Aviation each have a 
high-performance, straight jet with commercial 
sales possibilities. These are expensive aircraft, how- 
ever, both to buy and to operate. To move into the 
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na and Piper dominate an indus- 
try whose sales pattern has been 
climbing with an agility befitting its products. Esti- 
mated commercial plane sales by the general avia- 
tion industry were $122.6 million in 1959, up 24% 
from 1958. It is interesting to note that during the 
business recession of 1958 sales actually increased 
to $99 million from $98 million in 1957. 

Piper has always dominated the low end of the 

market with its two-place Cub line and four-place 
Tri-Pacer, and its entries in the middle price field, 
the Comanche, Apache and Aztec, are the lowest 
cost aircraft in their respective classes. A new agri- 
cultural model, the Pawnee, was introduced late in 
fiscal 1959. Total Piper production reached 2,365 
units in 1959, 33% of the industry, and sales were 
just over $34 million, the highest in history for 
Piper and 26% of the industry total. Earnings were 
$2.76 per share (adjusted for a 5% stock dividend 
paid in December). The company has stuck to its 
last, producing low-cost aircraft for the civilian 
market, and low profit military sales are negligible, 
a factor explaining its healthy pre-tax margins of 
18% for the past year. 


Military Sales Have Clouded the 
Beech and Cessna Pictures 

Military sales still generate a substantial percent- 
age of Beech’s volume, 58% of total sales in 1959. 
Though they are well spread over a variety of pro- 
grams including a trainer, a command transport, 
target drones, environmental testing, and various 
subcontracts, this segment of business does not have 
the growth aspects of commercial products nor the 
profit margins. In fact, the importance of military 
production is probably over-emphasized by its per- 
centage of total sales. While Beech does not break 
down profit contribution by division, military activi- 
ties probably account for less than half of over-all 
corporate — The company’s financial record in 
recent years has been rather unimpressive, up to 
recently, isoieel due to fluctuating military require- 
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duct development and sales pro- = = 3 Crews | —S 
gram in the commercial field. Ih thi eis eo | | | 0 
rhe success of the competitor _ oo a a 2 
on the other side of town—Cess- x” "Dagens Year: Sep. 30 | — s 
na’s move into first place in the | ) - fF |- | 2 ff 
general aviation industry—has | | | | { —+— | F 
indicated the fallacies of a so- T 7-419 « 
c dled conservative approach, and | i It 
Beech gives every indication of t + , 0 
versing its field. if } 
[ts two new model introduc- | : + mat a —| #0 
ms this fall are reported to be | | \ 4 
ly the beginning. A recent in- | 4 t - 
stry trade publication stated | | 
ech plans to market two new | — “ 
reraft in the $14,000 and , { | 
6,000 price categories, moving |. : i 
ght into Cessna’s lush middle 4 ee ee ee ee ee i i " 
arket. Plans are underway to yl’ hess ome 'Z | 
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xr its product excellence and is J - 25. 
ius in a favorable position to 
<ploit the executive aircraft po- 
ntial in the $20,000 price class and under, an area 
ccounting for an estimated 48% of the sales dollars 
owing into this market. Beech’s earnings per share 
ere $4.52 (adjusted for a recent 5% stock dividend 
1 1959), up from $3.84 in the previous year and the 
ighest since 1954. Management is confident of 
urther improvement this year, largely because of a 
ubstantial increase in commercial sales. 
Cessna’s Diversification 

By far the most diversified operation is that of 
Cessna, with hydraulic and electronic activities in 
iddition to military and civilian aircraft. In fact, its 
hydraulic operation, which manufactures pumps, 
valves and cylinders for farm machinery and light 
ndustrial equipment, scored the company’s largest 
sales increase, 70%, this past year, reaching 2 
volume of over $10 million. A major plant expansion 
for this division, more than doubling the size of ex- 
isting plant, is nearing completion to provide for an 
anticipated increase in demand. 

Aircraft Radio Corporation, purchased by Cessna 
in the early part of 1959, had sales last year totalling 
$14.1 million, a 46% increase over the previous year. 
The firm manufactures a quality line of airborne 
electronic navigation and communications equip- 
ment both for civilian and military use. The ac- 
quisition was a natural one for Cessna, providing 
access to probably the fastest growing area of 
general aviation. The operation seems to have blos- 
somed under Cessna’s first year of tutelage. with a 
54% increase in commercial sales and a 27% in- 
crease in military sales. 

Cessna’s military position is probably the one 
trouble spot in the over-all corporate picture. Con- 
tracts were recently completed on two aircrafts, a 
light observation plane for the Army and a small 
plane for the Air Force, and the manufacture of 
components for Lockheed’s T-33 Trainer appears 
at an end. 
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**First nine months 


Subcontracts on the B-52G stabilizer and Cessna’s 
prime contracts for a twin jet trainer, the T-37, 
indicate the probability of continued production for 
some time. The company has also developed a heli- 
copter but to date has failed to receive a production 
order. On balance, military sales decreased 17% to 
$35 million this past year and another decrease is 
indicated. One advantage, of course, is the ex- 
perience gained in the rotary-wing and jet fields, 
placing the company in an excellent position to move 
into these areas if demand develops. 

Actually, decreasing military sales and increasing 
profit margins may be just what the investor 
ordered. Earnings per share were $7.41 for the year 
enced September, 1959 versus $5.62 the year before. 
Commercial airplane sales totalled almost $47 mil- 
lion, up 22%. As military sales dwindle and their 
importance to over-all corporate profits becomes less 
significant, Cessna’s position in growth areas, i.e., 
general aviation, electronics and hydraulics becomes 
more obvious to all. 

A brief study of the accompanying charts on 
Beech, Piper and Cessna shows the rapidity of the 
recent market advance for these stocks. Obviously 
earnings improvement has already been at least 
partially recognized in this rise of share prices, and 
this exceptionally fast growth is not likely to be 
duplicated over the near term. Nevertheless, all 
three stocks merit speculative consideration, particu- 
larly during periods of market consolidation. Beech 
Aircraft was recommended in this magazine in June 
1958 at 2634,—it is now 64—and commitments de- 
serve retention. It should be noted too that Cessna’s 
Board of Directors recently voted a 3-for-1 stock 
split, wh'ch may tend to increase interest in the 
shares, and we believe prospective purchasers should 
wait until the price has readjusted itself to the split. 
As far as Piper Aircraft is concerned, we believe at 
its current price it has largely discounted prospects 
for 1960. END 
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HOW TO 
INVESTMENT RISKS IN 


CURRENT 


f.. 


MINIMIZE 
MARKETS 


—Through use of professional techniques 


By JOSIAH PIERCE 


ITH the market enthusiastically pushing up 

into new high ground as the year opens, we 
have been receiving inquiries from skeptical invest- 
ors anxiously asking whether we did not think that 
the top of the market was close at hand. 

But many are loath to sell their stocks. Instead 
they are looking for ways that will enable them to 
minimize their risks and protect their profits. 

Because this topic is of timely importance, we are 
reprinting a valuable feature on professional me- 
thods for protecting capital investments, which 
appeared in THE MAGAZINE OF WALL STREET 
some years back, for which subscribers expressed 
appreciation, which indicated ways and means for 
safeguarding investment capital. 


Methods to Employ 


Foremost among these market devices are “puts” 
and “calls” which are a form of investment insur- 
ance to preserve profits and avoid loss. These have 
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long been in use by experienced investors and specu- 
lators as a means of protecting an unrealized profit 
on the buy or sell side of the market, or limiting a 
possible loss on a market commitment. Contrary to 
the belief held by investors, not fully acquainted 
with this technique, there is nothing mysterious or 
complex about the procedure. For their benefit, it 
should be said that a “put” or a “call” is a negotiable 
insurance contract or stock option. They are dealt 
in by put and call brokers and usually carry en- 
dorsement by a member firm of the New York Stock 
Exchange, guaranteeing that the terms of the con- 
tract will be fulfilled. 


How a “Call” Works 


Let us proceed to learn how and under what cir- 
cumstances such option contracts might be profit- 
ably used. For illustration, we will take a hypothe- 
tical case of an investor holding 100 shares of XYZ 
stock, bought at 42. It is currently selling, say at 59, 
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a difference of 17 points in his favor. Being fearful 
of a reversal in price trend and desiring to protect 
his profit, yet not wanting to lose his position in the 
stock, he would appear to be caught in a maelstrom 
of indecision. 

There is a way out. He can sell his stock and have 
it ‘oo, through the purchase of a “call”. After Selling 
his “long” stock in the market, the investor imme- 
diately buys a “call” for the same number of shares. 
Such “calls” or options are written for periods of 
time usually from 30 days to 6 months, and some 
tines for even longer. The cost of a 30 day “call” is 
customarily $137.50 plus taxes for 100 shares, with 
lo ger “calls” at higher prices. In the hypothetical 
cae mentioned above, the cost of the “call” for 30 
d:vs is but a fraction of the investor’s realized 
p) ofit of $1,700.00 from the sale of his stock. Fur- 
ther, he has placed himself in a position to recap- 
ture his original 100 shares by exercising his “call” 
vi. the option, if the market price rises above the 
pice specified in the contract. If, on the other hand, 
the market price of the stock goes into reverse, 
d opping below the price at which he sold his 100 
s) ares, he can repurchase his stock in the market at 
the more favorable level, and allow his “call’’ option 
tc expire without further cost or penalty to him. In 
the interim, before repurchase, he has had available 
the proceds from the sale of his “long’”’ stock. 


The use of “call” options may also be advantage- 
ovs in averaging the cost of “long” stock bought at 
a higher price than currently prevailing. Let us sup- 
pose that an investor is “long” of 100 shares of a 
stock bought at 35 and which has fallen to a price of 
22. A decline of this magnitude may have either 
shaken the investor’s confidence, or it may have 
come at a time when funds are not readily available 
to acquire another 100 shares at the lower price to 
average his cost. In such a case, the investor might 
purchase a “call” option, when the stock is selling 
at 22. It may be stated that options, whether “put” 
or “call”, usually carry a contract price not far away 
from the prevailing market price at the time that 
they are purchased. Let us assume, in this case, that 
the contract price in the “call’’, which the investor 
has purchased, is 25. If and when the stock recovers 
to 30, he is in a position to exercise his “call” (call 
in the stock) on 100 shares, and, if he so chooses, to 







at ‘ell both the original 100 shares of “long” stock and 
a the 100 shares of “called” stock at an approximate 
to break-even; in other words, eliminate his original 
1d loss. 

r “Call” options are also often used by speculators, 
it in lieu of making actual purchases of stock in the 
le market. For instance, a speculator may believe that 
It a particular issue is about to advance in price. How- 
\- ever, his funds may be impaired or he may be reluc- 
k tant to risk the amount of capital required to make 


- an outright or marginal purchase. An experienced 
speculator would then resort to buying a “call” on 
the stock. If the stock rises in price as he expected, 
he has a right to call for the stock or have it de- 

- livered to his broker and thereafter sell it in the 

. open market. If, however, the expected rise does not 

take place, during the life of the option contract or 

| “call’’, the cost of the operation is no more than the 
price paid for the “call’’. 
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How a “Put” Works 


A “put” option works in the direction opposite to 
that of a “call”. A “put” contract gives the holder 
the right to sell or deliver a specified number of 
shares of a stock, at the price and during the period 
of time written in the contract. 

Let us return to the first hypothetical case of the 
investor who purchased 100 shares of XYZ at 42, 
with the stock currently selling at 59. In this illus- 
tration, let us suppose that he does not sell his 
“long” stock in the market, but feels the need of 
protecting himself against a possible decline in 
price, so as to preserve his profit. Having come to 
this conclusion, he may purchase a “put” option for 
100 shares, for 30 days or longer. In the event that 
the stock drops substantially below 59, within the 
pe-iod of time or life of the “put’’, he has the right 
to exercise his “put” and deliver the stock at the 
higher price specified in the option. In other words, 
he thus delivers or sells his 100 shares of “long” 
stock at not far from the 59 price prevailing when 
he bought the “put”. However, if the stock advances 
higher than 59, instead of declining, he can dis- 
regard his “put” with no further cost. 

Just as a “call” can be used to protect or average 
a “long” position, or in lieu of purchasing a stock, 
so can a “put” be used in a “short” position. This 
time, the procedure is in reverse, in each illustration. 


Short Sales 


It may be well to review briefly the nature of a 
“short” sale, so that the uses of a “put” for this pur- 
pose can be kept in mind. When a speculator or 
trader sells “short”, he has sold a stock through a 
broker which he does not own at the time of sale, 
but must purchase some time later in order to make 
final delivery. The broker arranges temporary deliv- 
ery by borrowing the stock from an owner. Thus, the 
speculator or trader has assumed a position, which is 
quite the opposite of a buyer of “long” stock. In a 
“short” sale, he expects the stock to decline in price. 
If and when it does decline, he may take his profit 
by “covering” or buying in the stock for the purpose 
of final delivery on his sale and thus closing the 
transaction. 

Finally, if a speculator or trader is “short” of a 
stock and later realizes a profit, regardless of 
whether it is less or more than 6 months, he must 
pay an income tax on the profit at the full rate of 
his personal tax bracket. Even though the transac- 
tion was longer than 6 months, he can not claim the 
long-term capital gain privilege of a 25% tax. How- 
ever, if he has purchased a “put’’, instead of selling 
the stock “short”, and if the “put” contract runs for 
more than 6 months and the stock declines, he can 
claim the 25% long-term capital gain benefit by tak- 
ing his profit through sale of the actual “put” con- 
tract, which is then valuable, to another party. This 
is not the case if he exercises the “put” in the regular 
way. 

Use Of Stop-Loss Orders 

Another popular device for protecting profits or 
limiting losses, is the use of a stop-loss order. This 
method can best be illustrated by an example. Sup- 
pose an investor in the aforementioned XYZ Com- 
pany, had bought it at (Please turn to page 483) 
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Stocks vs Bonds 


Among professionals who are 
required to venture into market 
prophesy, the bulls say investors 
will continue to prefer stocks over 
fixed-income securities because of 
creeping inflation, capital-growth 
potentials in equities, etc. That is 
so of some investors, not of 
others. According to estimates of 
the Securities & Exchange Com- 
mission for the first nine months 
of 1959, individuals continued to 
buy mutual fund shares on bal- 
ance, but liquidated $500 million 
net of other stock holdings, while 
buying $2.3 billion of tax-exempt 
Municipal bonds, against only 
$900 million in the like period of 
1958. In the period, individuals 
bought an estimated $6.5 billion 
of marketable U. S. Government 
obligations, against liquidation of 
$3.6 billion of such securities in 
the first nine months of 1958. 
That is a decided shift in favor 
of fixed-income securities. Final 
data for 1959 will show it was 
extended through the fourth 
quarter. 
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ror PROFIT ann INCOME 


Take A Tip 


The fire and casualty insurance 
companies are old hands in man- 
aging big-scale investment funds. 
They are not unduly impressed 
by “new-era” or “perpetual-infla- 
tion” market talk. They are not 
unmindful of comparative yields 
—or of increased risk in common 
stocks. When their year-end re- 
ports are published they will show 
considerable switching around in 
stocks, but employment of the 
bulk of their new money in bonds 
or short-term Treasuries. Reports 
of the balanced mutual funds will 
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show a leaning in the same more 
conservative direction. For some 
individuals, the increased pref- 
erence for Municipal bonds is 
simple arithmetic. As fairly well 
typified by the Dow industrial 
average, current average yield of 
Blue-Chip stocks is around 3.10%. 
It comes down to 2.17% net for 
a person subject to a 30% ef- 
fective tax rate; and to 1.55% 
net at a 50% tax rate. Against 
that, the average tax-free medi- 
um-grade Municipal bond yield is 
close to 4%. Meanwhile, meas- 
ured by the Government’s 
weighted consumer price index, 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 





1959 1958 
RINNE NINO: ; cheartisddsnssotalsakisoeipancembonenomenennminataasn 6 mos. Oct. 31 $ .80 $ .36 
NMED INNING, ichscsicccsimmnanbinaminseadinnibiooneteibias Year Sept. 30 1.61 1.41 
Gee FUR Gee COW, nvccccecsecsesvccscesecscescceces Quar, Oct. 31 61 47 
NTI ORI,“ kicciaciicuiacantileniniasbcadasnidpestensdutahdasii Year Oct. 31 4.17 3.49 
Montgomery Ward & Co. ... 39 weeks Oct. 28 1.40 1.22 
i Year Sept. 30 2.27 75 
American Motors Corp. ............cccccssccsseenseeees Year Sept. 30 10.16 4.65 
MUU INE ceca. ba sashes Scastectacihesceaiabaseis 12 mos. Oct. 31 2.89 2.72 
West Virginia Pulp & Paper 2..0............cc0ccc0 Year Oct, 31 2.21 1.78 
ONEY SUI IIIS, scincinnscbiciastnscesnstocantcomaaioos 12 mos. Oct. 31 4.54 3.81 
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Bafiation has been proceeding in 
recent months at a rate under 
1% a year. For a detailed study 
‘of the bond market, see the ar- 
icle “Why 1960 Is A Time For 
Caution In the Bond Market,” 
Fin this issue. 


Bull Market? 
Vhile it took some huffing and 
pv fing, the industrial average did 
ge. to a new high by a slight 
)m rgin in the final 1959 trading 
Hse sion. Lacking a rail “confir- 
'm tion,” the technical analysts 
ce ) argue whether we still have 
a jull market. One thing is sure: 
w. still have “a market of stocks,” 
al i there are plenty of cross- 
ce. crents ahead. Here is a partial 
li - of the stocks which at the 
tien of the year were down 
a) ound 30% or more from 1959 
h chs: American Metal Climax, 
nerican Stores, Beaunit Mills, 
E ll Aircraft, Boeing, Bucyrus- 
Frie, Bullard, Capital Airlines, 
(omptometer, Deere, Evans 
FP oducts, Industria! Rayon, 
. 
| 


Se ao 


rthrop Aircraft, Richfield Oil, 

ited Fruit. A partial list of 
s'ocks off 209% to 30% from 1959 
h ghs to the year end would take 
more space than it merits here. 
The Dow average gained about 
16% net in 1959. For the pur- 
poses of this department, it is 
currently assumed that more 
stocks will lose some ground for 
full-year 1960 than did so in 1959. 


Dividend Boosts 

While prospects are not too 
clear beyond mid-year, probably 
numerous dividend increases will 
come in 1960. Here are some se- 
lected candidates for boosts ran:‘r- 
ing from moderate to sizable: 
American Home Products, Amer- 
ican Steel Foundries, Federated 
Department Stores, Ferro Corp., 
Ford Motor, Grant, Hershey 
Chocolate, Jones & Laughlin 
Steel, Macy, Motorola, National 


Acme, Procter & Gamble, Revlon, 
Rexall Drug, and United States 
Steel. 


Population Boom 

The roseate forecasts for the 
“golden 1960’s” put heavy em- 
phasis on population growth. 
Well, the greatest relative growth 
over the next four or five years 
will be in the number of ’teen- 
agers. They are prodigious con- 
sumers of many things—but not 
producers. The question is wheth- 
er fathers will have enough in- 
come to buy their food, clothes, 
medical care, education, soft 
drinks and dozens of other items 
—with something left over to 
make a down payment and carry 
monthly charges on a suburban 
home, buy a new car, replace the 


worn carpet, or the obsolete 
small-screen TV set, etc. It is 
easier to translate population 


growth into over-all stimulation 
of the economy than into rational 
selection of this or that stock. Of 
the many factors involved in cur- 
rent stock selection, population 
growth in the 1960’s (or 1970's, 
1980’s, etc.) is among the least 
influential. For instance, we have 
had and are still having a boom 
in babies. That ought to be fine 
for makers of baby foods, such 
as Beech-Nut Life Savers or 
Gerber Products. But competi- 
tion is severe and prices have 
been cut. Earnings of these two 
companies are unimpressive and 
the two stocks are well down 
from best earlier levels. 
Best In Group 

Taking market action alone, 
without debatable reference to 
investment quality or prospects, 
the best-acting steels as this is 
written are Armco and Na- 
tional ... In the department-store 
group, the stand-outs are Asso- 
ciated Dry Goods, Federated and 
Gimbel . . . In oils, Shell Oil and 











City Stores Co. hii 

Western Maryland Rwy. 

Creole Petroleum Corn. o.........ccccccceeeee 
Great Northern Rwy. ..........ccccccccccesscesseeseeeeee 


RII III, crccivsictedtinnnstioniniensensennnpniennnseensen 
Rohr Aircraft Corp. 
Chesapeake & Ohio Rwy. ..........cccccccccseeeeeees 
Union Pacific R.R. 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1959 1958 
Year Sept. 30 $ .95 $2.52 
52 weeks Oct. 31 .92 1.15 
11 mos. Nov. 30 2.61 3.03 
9 mos. Sent. 30 1.97 2.32 
11 mos. Nov. 30 3.55 3.97 
Year Sept. 30 2.74 2.91 
Quar. Oct. 31 .80 92 
Quor. Oct, 31 24 44 
11 mos. Nov. 30 5.09 5.65 
10 mos. Oct. 31 2.16 2.59 
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Texaco In rail equipment, 
American Steel Foundries... In 
utilities, Florida Power, Florida 
Power & Light, Middle South, 
Southwestern Public Service, 
Texas Utilities . . . In automo- 
biles, Ford and Checker Motors 

In auto parts, Eaton Mfg. 
and Borg-Warner . . . In chemi- 
cals, Dow, Hercules Powder and 
Monsanto .. . In soft drinks, Pep- 
si-Cola ... In railroads, Western 
Maryland In glass, Owens- 
Illinois . . . In air transport, 
Western Air Lines .. . In paper, 
St. Regis .. . In publishing, Mc- 
Graw-Hill . . . In textiles, Stevens 
. . . In baking, National Biscuit 
... In electrical equipment, Gen- 
eral Electric .. . In home appli- 
ances, Maytag .. . In cigarettes, 
American Tobacco In the 
drug group, Norwich Pharmacal 
and Plough, Ine. 


Short Position 

Measured in relation to average 
trading volume of the prior four 
weeks, the Big-Board short in- 
terest as of December 15 was at 
the lowest level in over three and 
a half years. This is construed by 
some analysts as an indication of 
a technically vulnerable market. 
Only time will tell. There is no 
gimmick by which a major or 
temporary market top can be pre- 
dicted with adequate precision. If 
there were, the “technicians” 
would be rich and not bothering 
with brokerage house jobs. Mean- 
while, a somewhat increased 
short position might be reported 
for mid-January as a result of 
traders’ anticipation of a reac- 
tion of some sort after year-end 
strength. 
Another Look 

Timken Roller Bearing was 
recommended here in our August 
15 issue at 57 and in the Novem- 
ber 21 issue at 6114. It is cur- 
rently at 6514, off from recent 
high of 6934. Of above-average 
quality and reasonably priced on 
earning power, the stock remains 
worth holding . . . First National 
City Bank of (New York) was 
recommended in the November 7 
issue at 83 and is now around 93. 
Prospects for operating earnings 
and dividends remain favorable. 
Retain holdings in the issue. An 
article on the outlook for bank 
stocks appears elsewhere in this 


issue .. . Loew’s, Inc. was recom- 
mended last June at 30, off from 

(Please turn to page 495) 
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Business 
Trend 
Forecaster 


INTERESTING TO 
NOTE — The rise in 
industrial production 
line between 1956-57 
was offset by econo- 
mic decline in that 
period, accurately 
forecasting heavy 
inventory accumula- 
tions. 
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W ius the many revolutionary changes in our economy. 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(t)—Seasonally adjusted except stock and commodity prices. 
‘a)—Computed from F. W. data. 
(b)—Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
ean only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


In the fourth quarter of 1959, many of the com- 
ponents of the Trend Forecaster were hit hard by 
the steel strike and its spreading effects on manufac- 
turing, orders, and construction contracts. Durables 
orders and factory hours worked show the effects 
pronouncedly, but they also appear in residential 
building starts, through the strike’s influence on 
starts of multiple dwellings, where steel is an im- 
portant material. The series clearly not affected by 
the strike, such as new incorporations and business 
failures, behaved inconclusively during the quarter. 
Industrial commodity prices rose slightly, and stock 
prices advanced moderately. 

In the third quarter, and in most of the fourth 
quarter, the Relative Strength Measure was in a 
declining trend, reaching a trough of about minus 
2 roughly mid-way in the last quarter. It is now 
beginning to rise as the consequences of the strike 
are gradually obliterated. Its behavior in the first 
quarter of the new year should be revealing with 
regard to the stamina of the post-strike pickup in 
general business activity. 
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CONCLUSIONS IN BRIEF 


P* ODUCTION—now advancing sharply, as steel runs at 
ccpacity, auto production advances into highest range 
si ce 1955, and capital goods production recovers from 
ke. Look for sharp further gains in output rates in 
xt several months. 


ADE—after a record Christmas, further gains (season- 

y adjusted) should be expected in the first quarter. 

tal retail sales to run at record rate above $18.5 billion 
several months. 


NEY & CREDIT—+ightening again, slowly but persis- 
itly, as inventory demand for loans advances. Further 
vance in rates to be slight, and crisis to be past by 
ring; thereafter a plateau in interest rates is likely. 


JMMODITIES—general wholesale prices have actually 
sed somewhat in recent months, as industrial com- 
odities have been generally stable and farm-com- 
odity prices have continued to fall. Outlook; mild rise 
industrial prices, stability in farm prices over next 
several months. 
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MONEY AND BANK CREDIT 
(All Commercial Banks) 
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S the new year begins, business is in a pro- 
nounced uptrend from the trough artificially 
induced by the steel strike in the late months of 
1959. There are few bears brave enough to argue 
that this uptrend will be very short-lived or without 
vigor ; postwar experience with steel strikes strongly 
suggests that the boomlet is good for six months, 
anyway. Moreover, this having been the longest steel 
strike on record, the probability of the boomlet 
lasting a little more than six months seems a reason- 
able bet, even to very conservative forecasters. But 
what comes after the boomlet? Will a general up- 
trend continue throughout 1960 and into 1961, or 
will a turning point be reached sometime in the year 
ahead? And when the next recession comes, will it 
simply be another in the series of minor postwar 
interruptions, or something worse? 

Bull or bear, it takes a brave forecaster to pro- 
trude his neck on questions that relate to the period 
more than six months ahead. As a note to the 
bearishly inclined, however, one might make a sig- 
nificant and relevant distinction between two types 
of conservatism with regard to the business outlook. 

Bear type A could well point to the rather impos- 
ing list of present and prospective weaknesses in 
the business picture. To list a few, agricultural 
income is now in a pronounced and (by anyone’s 
standards) fairly serious decline. It is now running 
fully 25% below a year ago, and it paints a rather 
dreary picture of the outlook for farm equipment 
makers. Again, residential building activity is ob- 
viously caught in a money squeeze, and a further 

(Please turn to the following page) 
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Latest Previous Year 

THE MONTHLY TREND | _,,, we ES >= 

INDUSTRIAL PRODUCTION*® (FRB) ........ 1947-9-100 | Nov. 148 147 141 

Durable Goods Mfr. ...........ccccssceseee 1947-"9-100 | Nov. 156 156 151 

Nondurable Goods Mfr. ................+. 1947-'9-100 | Nov. 144 144 135 

UII -sccticoidentiacihacbiosaaipaetipsipaieeisadania 1947-'9-100 | Nov. 123 117 123 

EER arent ey earn er $ Billions Nov. 18.1 18.3 17.0 

I INIT ss accccaisasibcnsselietaiostagen $ Billions Nov 5.8 6.4 5.5 

Nondurable Goods ...................:00000+ $ Billions Nov. 12.2 12.0 11.4 

I IIIT GINO cacciserisccccccicnsavereets 1947-'9-100 | Nov. 145 144 137 

MANUFACTURERS’ 

New Orders—Total™ ..................000+ $ Billions Nov 29.5 30.5 27.8 
Durable Goods ......... .. | $ Billions Nov 13.9 15.1 13.6 
Nondurable Goods $ Billions Nov 15.6 15.4 14.2 

IIE cick cicndsnaaciecaieisipcaipiaivicnibvaniaiie $ Billions Nov 29.2 29.4 27.5 
nS $ Billions Nov 13.5 14.0 13.3 
Nondurable Goods ...........0-sssss0000« | $ Billions | Nov 15.7 15.4 14.2 

BUSINESS INVENTORIES, END MO.* ..| $ Billions Oct. 88.7 89.2 84.9 

AIT $ Billions Oct. 51.4 51.7 49.3 

Wholesalers’ ........ ‘ .. | $ Billions Oct. 12.5 12.5 12.1 

EER CRS aaron ares ee $ Billions Oct. 24.8 24.8 23.5 

Rn IND IIIT iccsscisnticisisansinenniaice 1947-'9-100 | Oct. 159 161 152 

CONSTRUCTION TOTAL .....00.0......ecceeeeee $ Billions Nov 4.4 49 4.5 

SINE "sci ssdnkdpustindatesnaiianadennaoiahtinawantia $ Billions Nov 3.3 3.5 3.1 
RSE ete ae eee ee $ Billions Nov 1.9 2.0 1.8 
SE erates Ree re $ Billions Nov 1.4 1.5 1.3 

Housing Starts*—a Thousands | Nov 1210 1180 1427 

Contract Awards, Residential-—b...... $ Millions Nov 1092 1515 1206 
Pe ID ccisercisessertcsscnneneenevininn $ Millions Nov 1281 1620 1388 

EMPLOYMENT 

RINE MEIIIIIDD ccscinscncestiresveiiapenioinonniiesnan Millions Nov. 65.6 66.8 647 

MEINE ' scsnisnicchncchannsiidiitindiniieieieddteias Millions Nov. 52.7 52.6 51.4 
SIINIINID 0: ciccnacasnannnonenionntiaagl Millions Nov. 8.3 8.3 8.1 
ee ae EC Millions Nov 11.7 11.6 11.4 
fl a ae Millions Nov 12.2 12.2 12.0 

Hours Worked ........ Hours Nov 39.9 40.3 39.9 

Hourly Earnings Dollars Nov 2.23 2.21 2.17 

Weekly Earnings ....................+. Dollars Nov 88.98 89.06 86.58 
PEREGIEAL TECCIAR® q...ccccscccccsosessscsees $ Billions Nov 385 382 368 

INE I III sccnicnichinseitininsnieniuionded $ Billions Nov 260 259 246 

Proprietors’ Incomes. ...............000000 $ Billions | Nov 58 57 59 

Interest & Dividends ....................... $ Billions | Nov 37 37 33 

Transfer Payments $ Billions Nov 28 27 27 

EE ae eT $ Billions Nov 14 14 18 

SE IIIIET: HTIIIIIIIED spiosieniressisccsminnsananniianine 1947-"9-100 | Nov. 125.6 125.5 123.9 

ATC 1947-'9-100 | Nov. 117.9 1184 119.4 

en 1947-'9-100 | Nov. 109.4 109.4 107.7 

I ici acini aherdestanninsiicinanial 1947-'9-100 | Nov. 130.4 130.1 128.0 

MONEY & CREDIT 

All Demand Deposits” ...................... $ Billions Nov. 111.8 111.9 110.6 

Bares Belelet ay occccccccocccccccccsecccscoses $ Billions Nov. 91.5 919 80.5 

Business Loans Outstanding—c........ $ Billions | Nov. 31.0 30.5 N.A. 

instalment Credit Extended* .......... $ Billions Nov. 4.1 4.2 3.6 

instalment Credit Repaid* ................ $ Billions Nov 3.7 37 3.5 

FEDERAL GOVERNMENT | 

Budget Receipts $ Billions | Nov. 5.9 3.0 5.0 

Budget Expenditures ...............csse0 $ Billions | Nov. 6.6 6.9 6.2 

Defense Expenditures ................0s000++ $ Billions | Nov. 3.7 3.9 3.6 

Surplus (Def) cum from 7/1 ccccccsmon | $ Billions | Nov. (6.4) (5.7) (10.1) 





PRESENT POSITION AND OUTLOOK 





decline in the rate of housing 
starts seems a pretty good bet. Still 
another prospective weakness (or 
at least an absence of a customary 
strength) is the tight control over 


spending being exerted by the Fed-/ 


eral government; at the same time, 
the impact of the interest rate on 
the spending of state and local gov- 
ernments may be enough to slov 
up the historic rise in this sector 
No bull on the 1960 outlook car 
take much sustenance from the 
present trend in construction ac 
tivity in the government sector; it 
now seems to be pointing notably) 
downward. And finally, one might 
point with justifiable alarm to the 
present rate of increase in instal- 
ment credit outstanding, and won- 
der how long we can hope it will 
be maintained. 

On these grounds, Bear Type A 
might argue that the poststrike 
boomlet will be of short duration, 
and that a business cycle turning 
point will occur before the end of 
the year, as uptrends yield to a 
typical postwar recession. 

On the same grounds Bear Type 
B might argue that the outlook is 
really even worse, in that the busi- 
ness cycle itself, greatly reinforced 
by the artificial stimulus provided 
by the steel strike, will carry all 
through 1960, accumulating gen- 
eral weaknesses as it goes, and ul- 
timately yielding, in 1961, to a re- 
cession much sharper than typical 
postwar experience. At the mo- 
ment, and given a healthy respect 
for the true power of the business 
cycle, Bear Type B has the better 
case: 1960 is likely to see no turn- 
ing point, and 1961 is likely to see 
a recession considerably more 
severe than in 1949, 1954, or 1958. 


* * * 


THE PROFITS PICTURE—It now looks 
very bright, and will doubtless con- 
tinue to look bright through most 
of 1960. 

In the second quarter of 1959, 
before the steel strike, total cor- 
porate profits, before taxes, rose to 
a record $52.6 billion. In the third 
quarter, the profits rate evidently 
fell to about $46 billion, and re- 
covered only slightly in the fourth 
quarter, as persevering effects of 
the strike held down profits in 
steel, automobiles and other hard- 
goods industries. In the first quar- 
ter, however, earnings will clearly 
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UARTERLY STA 
Q STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
In Billions of Doll $s lly Adjusted, at Annual Rates - —_ —_—_—— 
ess (or : 1959 1980—1 be back at the pre-strike rate, and 
ss 59 — anaes sadiaddmeiaie srhans $55 
stomary SERIES Quarter Quarter Quorter Quarted 2 further advance to perhaps $55 
rol over mt u ! ut billion seems in the cards for a 
3eC ‘ 5 arvers. e 
he Fed- ||] ©80S$ NATIONAL PRODUCT ............. 478.6 484.5 470.2 wag | second and third —s . “ik ber 
ne time. |B} Persenel_Consumption ......... - 313.3 311.2 303.9 2944 | rate in these quarters is likely to 
abe oa Private Domestic Invest. ......cccccc-...-- 67.0 77.5 69.8 5421 be about as high as profits will get 
cal gov- fl Se (sg amma Be 7 -0.9 16] jin this cycle; typically the profits 
to slov ‘ ITE sensesecnerincrncsicentnnniscnicsnnnnnens-en 53.6 44 a po rate begins to subside, while total 
sector. @ 5» pee 44.8 43.8 43.8 og | output is still rising slightly. 
ok - angry ones salienisivinniemmmnian 381.0 381.1 371.8 336.4 ** * 
m the ax ontax Payments ... oe 45.8 45.8 444 42.9 , —— olf 
on ac Disposable I i acces 335.2 335.3 327.4 ake CONSTRUCTION— in the last half 
el br Consumption Expenditures = 313.3 311.2 303.9 2944] Of 1959, the annual rate of con- 
ot Fa Personal Saving—d ...........:.:scssssssseeseee: 21.9 24.1 23.5 26.0 struction activity fell fully 10%, a 
its é - . 
sia ORPORATE PRE-TAX PROFITS ............ 52.6 45 38.3 tremendous decline in this indus- 
t th Corporate Taxes ........cessecseeseeserseesenees 25.6 22.6 18.8 try, W hich has been relatively 
oo L eee na aon . 27.0 23.8 19.5| stable throughout the postwar re- 
ne SS 30028 128| cessions. The past stability reflects 
t vill ; ® 69! an off-setting tendency within the 
wi LANT & EQUIPMENT OUTLAYS ......... 34.3 32.5 30.6 296} total: residential and nonresiden- 
tial activity have usually moved in 
Dp - : : aa . 
‘olin THE WEEKLY TREND opposite directions. Not so in the 
or . a — past half year: important declines 
10n ee Latest Previous Year hav IPT : Reatea wasiaa 
oe . ; ave occurred in private residen- 
Unit End Week Week A - ne 
mp — PO nn AE Pe re tial activity, private nonresidential 
id of WS Business Activity Index*.. 1935-'9-100 Dec. 26 318.6 319.4 297.2 activity, and especially in govern- 
to a MWS Index—per capita”’...... 1935-"9-100 Dec. 26 233.0 233.6 221.2 ‘ ‘ rae : he Federal 
teel Production ..............s000 % of Capacity Jan. 2 94.9 93.3 76.2 ment construction at the oGerat, 
Ty \uto and Truck Production .... | Thousands in, 9 136 124 118 state and local levels. Of course, 
sk 2 aperboard Production ........... Thousand Tons Dec. 26 252 318 321 steel shortages induced by the 
1S —— New Grdee niin Thousand Tons Dec. 26 198 268 365 strike, contributed to the down- 
USI- Electric Power Output weve | 1947-"49-100 Dec. 26 268.1 259.3 246.4 | indicat are that eve 
reed Freight Carloadings .................. Thousand Cars Dec. 26 469 615 432 turn, but indi ations are iat even 
ided Engineorings Constr, Awerds .... | $ Miliens Dec. 28 191 408 273 under normal conditions, construc- 
> al Separtment Seve Soles q........ yale Dec. 26 246 318 205 tion outlays will not recover to 
all Demand Deposits—c .............++ $ Billions Dec. 23 62.6 63.4 62.9 their pre = k 
ren- Business Failures—s .......... a Number Dec. 24 195 285 185 leir prev-Ous peak. 
| ul- *s lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
re- disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non- -financial 
ical centers. (na)—Not available. (r)—Revised. (s)—Data from Dun & Bradstreet. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & 
Exch. Comm., Budget Bureau. 
mo- ' 
esse THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
SS | 
ter | No. of 1959 Range 1959 (Nov. 14, 1936 Cl.—100) High Low Dec. 24 Dec. 31 
rn- Issues (1925 Cl.—100) High Low Dec. 24 Dec. 31 | 100 High Priced Stocks ............ 306.7 268.4 299.6 302.8 
see 300 Combined Average ............ 492.4 436.9 477.9 480.2 100 Low Priced Stocks ............ 665.9 585.4 638.2 637.5 
re 4 Agricultural Implements ...... 492.4 356.2 436.5 433.0 | fF Fn 1013.5 853.0 1005.1 1013.5H 
58 3 Air Cond. (‘53 Cl.—100) .... 137.2 110.5 127.5 127.5 4 Investment Trust ................-. 190.6 165.2 172.4 170.6 
P 10 Aircraft (‘27 Cl.—100) ........ 1375.1 1019.1 1105.0 1105.0 3 Liquor ('27 Cl.—100) ........ 1624.8 1429.2 1519.4 1504.4 
7 Airlines (‘27 Cl.—100) ........ 1429.4 1079.6 1089.6 1099.6 | & Machinery  ............c.csss00 563.2 452.4 527.8 523.2 
= 4 Aluminum (‘53 Cl.—100) .... 594.5 392.0 538.5 521.3 | ena 467.5 253.1 455.3 455.3 
‘ 5 Amusements _ ...........ccceeeeeeeee 252.6 200.5 231.4 2275 | 4 Meat Packing ................0+ 277.1 204.4 277.1 273.1 
n- 6 Automobile Accessories ...... 541.9 413.4 537.9 541.9 5 Mtl. Fabr. (‘53 Cl.—100) .. 211.2 181.3 202.4 200.6 
st | 6 Automobiles .............-s-0000 156.8 93.7 154.9 153.9 ‘ 9 Metals, Miscellaneous ........ 409.6 343.8 369.4 373.0 
| 4 Baking (‘26 Cl.—100) ........ 41.3 28.5 38.3 SBS | PIO ccccceccccccccceccvccccsecccccccsee 1310.5 1170.1 1263.7 1275.4 
9 4 Business Machines .............. 1395.5 1173.8 1343.3 1317.2 | 22 Petroleum eos ose 885.5 701.7 726.8 751.9 
iy fe vs 835.5 692.9 801.6 801.6 21 Public Utilities ................. . 365.4 334.9 341.7 345.1 
r- | 4 Cool Mining 0.0... 37.8 28.1 34.5 35.3 6 Railroad ppune taceals 104.1 86.9 101.5 99.8 
0 4 Communications .............. 229.8 164.6 226.6 229.8H | 20 Railroads ..... pdiiadiasteainciaed 78.2 66.0 66.7 69.4 
d 9 Construction .............. 178.9 155.6 169.6 172.7 ee ED ccncercsnnscsnnce a aa 599.8 715.1 726.6H 
y Or GENIN ccaiisesienithiaiscslasiendianen 1142.6 988.8 1021.8 1043.8 12 Steel & Iron ..... liane 476.4 392.5 461.1 464.9 
6 Copper Mining .................... 344.6 280.7 322.4 327.9 0 en 144.7 88.7 88.7 92.6 
“ 2 Dairy Products oo» 063.1 138.8 154.5 154.5 SE ccketeenmenns 863.3 580.6 611.2 618.8 
h 6 Department Stores .............. 143.8 119.1 143.8 143.8 11 TV & Electron. ('27 Cl—100) 111.3 65.6 108.5 108.5 
f 5 Drugs-Eth, (‘53 Cl.—100).... 475.4 379.5 447.4 439.5 Fe IN cinsiaiiinetiaieinaiecnmans 259.6 176.6 217.2 220.8 
’ | 6 Elec, Eqp. (‘53 Cl.—100) .... 369.9 268.8 359.2 369.9H 3 Tires & Rubber ................... 281.8 216.1 252.2 258.5 
3 Finance Companies ............... 769.7 654.6 661.8 ae ll 194.9 172.9 186.5 188.1 
‘ BO EEE 470.0 406.3 446.1 446.1 | 3 Variety Stores... 363.9 331.4 360.6 363.9 
Bg. een 279.6 244.4 249.8 257.9 20 Unclassif’d (49 Cl.—100) .... 284.9 239.8 265.9 263.5 
H—New High for 1959. 
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Trend of Commodities 





SPOT MARKETS—Sensitive commodities continued to recede in 
the two weeks ending December 31. The BLS daily index of 
22 sensitive commodities closed at 83.0, a drop of 0.5% from 
its level of two weeks ago. This index was down to 82.8 
—a ten-year low — early in the period, but firmed somewhat 
in subsequent trading. The main weakness during the fort- 
night was in metals, with lead scrap declining sharply and 
tin prices giving ground. Tallow and wool tops also were 
lower while cotton, hides and rubber advanced. 

Among a broader range of commodities, as represented by 
the BLS comprehensive weekly price index, changes were 
small, Farm products were lower and this accounted for a 
decline of 0.1% in the over-all index. All commodities, other 
than farm products and foods, held unchanged, continuing 
the desultory action of recent months. 


FUTURES MARKETS—Commodity futures were inclined to firm- 
ness in the last two weeks of the year, although movements 
were moderate in most cases. Corn, soybeans, lard, coffee and 
copper were higher while cocoa, hides and lead, declined. 
Mixed trends prevailed for wheat, wool tops and rubber. 

Wheat futures were mixed, with near month, advancing 
and new crop options slightly lower. The March option ad- 
vanced 3'% cents to close at 204'4. Traders are still fearful 
that heavy loan entries might result in a “squeeze” in the 
current crop. At the same time, the new crop options were 
hurt by Administration proposals pointing to a lower support 


. 


level for the 1961 crop. Although any attempt to reduce the) 


opposition in an Election year, still traders were steering 
clear of the affected commodities. 
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ALS PRICE INDEXES Latest 2Weeks 1 Yr. Dec.6 
1947-1949—100 Date Date Ago Ago 194! 
All Commodities Dec. 29 118.8 118.9 119.0 60.2 
Farm Products Dec. 29 85.0 856 91.2 51.0 
Non-Farm Products Dec. 29 128.5 128.5 126.9 67.0 
22 Sensitive Commodities Dec. 31 83.0 83.4 85.5 53.0 
9 Foods Dec. 31 70.0 70.0 80.4 46.5 
13 Raw Ind‘l. Materials Dec. 31 93.3 94.0 89.2 58.3 
5 Metals Dec. 31 96.8 99.8 97.8 54.46 
4 Textiles Dec. 31 81.5 81.4 77.0 56.3 
MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1959 1958 1953 1951 1941 
High of Yeor 161.4 154.1 162.2 215.4 85.7 
Low of Yea: 152.1 146.5 147.9 176.4 74.3 
Close of Year 152.1 152.1 180.8 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
1959 1958 1953 1951 1941 
High of Year 152.7 159.0 166.8 215.4 84.6 
low of Year 144.2 147.2 153.8 174.8 55.5 
Close of Year 147.6 166.5 189.4 84.1 
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How To Minimize Investment 
Risks In Current Market 





(Continued from page 475) 


4° and it had since risen to 59. If 
th: holder wanted to protect most 
of this profit, he could put an 
or ler to sell the stock at 57 stop, 
or any other price he wishes, be- 
lk the market. If the stock 
tc ches the stop order level it be- 
cc nes a selling order at the mar- 
k. \. In this way, the investor can 
rc ain most of his profit if the 
stock begins to recede. On the 
o! rer hand if the stock continues 
tc rise without touching his stop 
» der level, then he will garner 
- additional profit and can raise 
stop loss order to a higher 
el. This method can also be 
d to protect profits on the 
rt side, by placing a stop buy 
oider above the market. Losses 
c:n also be limited of course by 
the employment of stop orders. 
Professional traders usually 
watch the pattern that a stock 
nakes and once it gets into a nar- 
row trading range, they place a 
l 


nS sto 


top order just outside of the 
nge, the theory being that a 


eak-out is the signal for a con- | 


tinuation of the move. A word of 
warning may be in order at this 
point. Break-outs are sometimes 
misleading, or a stock may dip 
down to a stop-order and then 
continue its merry way upward. 
Another pitfall occurs when many 
stop-orders are on the specialist’s 
book at a given price. When the 
stock hits this level, these orders 
become market orders and if buy- 


ers are scarce, the execution of | 


the order may be at a much lower | 


level than expected. As the inves- 
tor must realize, no method of 
protecting profits is perfect, but 


with experience he will find that | 


the methods outlined above should 
be of great value in protecting 
capital and maximizing profits. 








Outlook For Insurance Stocks 


Discussed in Our Issue of 


January 30 
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Because of Product leadership... 600% 


Sales of Case industrial machines have increased over 500% 
in 3 years—ahead of any other major company in the industry. 





J. |. Case Company, Racine, Wis. 


Worldwide Sales and Service 
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When the first USS Independence was commissioned 
in 1776, you probably could have put all the steel aboard 
her into one sea chest. But when the fifth Independence 
joined the U.S. fleet this year, she carried the widest 
variety of specialty steels ever assembled. 57,000 of her 
60,000 tons are steel. 

The Independence is big. She carries a crew of 3,500 
and her quarter mile of runways could park two luxury 
liners side by side. Turn her on end and she’d reach up 
to the 80th floor of the Empire State Building. Total 
working area for flight operations is over six acres. 

The Independence is built of steel, much of it supplied 
by United States Steel. For the greatest possible strength 
and toughness U.S. Steel furnished two types of spe- 
cially formulated and treated armor plate. Steel cables, 
strong enough to stop a landing jet bomber, were fur- 
nished by the American Steel & Wire Division of United 
States Steel. Her four 6614-foot, 50-ton propeller shafts 
were forged at the USS Homestead Works. And so it 
goes. From flight deck armor to the stainless steel used in 
her hospital, galley and crew’s quarters, USS Steels play 
an important part in the performance of one of the 
Navy’s finest ships. 

It took three years to build Independence. It took 50 
years of research and development to perfect the specialty 


steels of which she is made. USS is a registered trademark 





Something new in tie-downs. Instead of welded tie- 
downs, Independence has dimples placed at specified 
points in flight and hangar deck armor. U. S. Steel devel- 
oped special dies for use in a 12,000-ton press, worked 
with the plate while it was cold. Danger of welded-in units 
breaking loose from overhead blast is now eliminated. 


97,000 tons of ste@g) 





Hammocks are a thing of the past. Pullman- 
type bunks with individual reading lights make crew’s 
quarters much more comfortable. 


Lo 


Stegg) to sea with the USS “Independence” 





United States Steel 





‘n- Lots of room, lots of steel here. Hangar deck aboard 
N’s Independence can store 100 jets, is as big as two and a 
half football fields. 














A Critical Analysis of 
30 Leading Blue Chips 





(Continued from page 452) 


business characteristics of food 
companies in general. Whereas 
most manufacturing organiza- 
tions rank not too far apart in 
terms of both sales and assets, 
Swift was, in 1958, the country’s 
eighth largest industrial company 
in sales but only 58th in asset 
rank. This contrast indicates at a 
glance both the advantages and 
problems of the meat packing 
business: hugh volume, rapid 
turnover of inventory, low profit 
margin. The latter condition, com- 
bined with extreme irregularity 
in live stock prices, has made the 
packing companies unattractive 
to investors in recent years; in- 
deed it is a remarkable achieve- 
ment that this industry has been 
able to hold its head above wa- 
ter on a profit margin running 
less than 14% of sales. In terms 
of invested capital Swift’s return 
was a mere 2.7% in 1958—com- 
parable with that of the railroad 
industry. The picture for a new 
stockholder is not quite as dis- 
mal as these figures suggest, as 
the shares can be purchased at 
a substantial discount below their 
book value of $62 a share, and the 
very substantial recovery in net 
income for the fiscal year ended 
last October should be extended 
considerably again this year. Al- 
though the meat packers have cut 
waste to the bone—a literal as 
well as figurative expression in 
this case—by developing all kinds 
of byproduct industries, their 
business remains overwhelmingly 
dependent upon livestock market- 
ing, which is, in turn, vitally af- 
fected by crop and political con- 
ditions. Right now Swift looks 
better than for a number of years, 
but just the same conservative in- 
vestors should avoid this situa- 
tion. 

One of the oldest corporate en- 
terprises (founded in 1837), Proc- 
ter & Gamble has long been known 
to the housewife primarily for 
two products, Crisco and Ivory 
Soap. While neither of these have 
been eclipsed in consumer accept- 
ance, the company has introduced 
many new products in recent 
years, among them several of the 
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most popular detergent cleaners. 
Well entrenched as it is in the 
food, cosmetic and household mar- 
kets, P. & G. is relatively invul- 
nerable to the business cycle, 
although it is essential, of course, 
to maintain its position by inten- 
sive consumer advertising. Prior 
to the 1950’s, when the company 
was dependent upon vegetable 
oils, many of them from foreign 
sources, as the main ingredients 
for its soaps, earnings were more 
volatile, but during the past dec- 
ade both sales and earnings have 
exhibited a remarkably steady, 
gradually rising trend. With these 
advantages the stock, at a multi- 
ple of 22.7 times 1959 fiscal year 
earnings of $3.95 a share looks a 
little more reasonably valued than 
most offerings in the current 
market. 

In the important farm imple- 
ment industry International Har- 
vester is undoubtedly the leader, 
being roughly double the size of 
Deere, its closest competitor. The 
agricultural revolution which has 
occurred within the lifetime of 
men still young has given farm 
machinery an absolutely essential 
role in our economy and has hap- 
pily made surpluses rather than 
chronic shortages our major agri- 
cultural problem. Accordingly, the 
industry enjoys a very favorable 
long-term growth potential. Nev- 
ertheless, the vagaries of crop and 
weather, compounded by political 
interference, unavoidably create a 
cyclical pattern for agricultural 
implement sales and withholds the 
highest quality rating for the in- 
dustry. International has offset 
these disadvantages to some ex- 
tent by complete vertical inte- 
gration, by development of a 
world-wide market (including 
manufacturing plants in Sweden, 
France and Australia), and by 
considerable diversification. Un- 
der the last heading the company 
has achieved the status of the 
largest domestic producer of 
heavy trucks. Interrupting a ten- 
year intermediate declining trend 
earnings recovered sharply to an 
estimated $5 a share for fiscal 
1959. It is unlikely that this im- 
provement can be extended very 
much in 1960, but the price/earn- 
ings multiple of 9.6 times is ex- 
tremely modest and this issue 
looks like one of the better values 
available just now. 

As the analysis of this list of 


widely followed blue chips is to 
be continued in the next issue, a 


general summary at this point | 
would be premature. Suffice it to © 


note that the companies just dis- 
cussed, with two or three excep- 
tions, enjoy particularly favorab!e 
prospects for the early 60’s. At 
the same time problems of vary- 
ing difficulty can be visualized in 
the path of each of them. What is 
really important is that the quality 
of their management provides the 
best possible hope for continue] 
success. These issues are, there¢- 
fore, correctly esteemed as sound 
investments, but this conclusion 
does not justify immediate pur- 
chase in disregard of such cus- 
tomary criteria as yields ani] 
price/earnings ratios. END 





World Trade Outlook For 1960) 





(Continued from page 465) 


grains, fats, vegetable oils, anc 
oil seeds boosted overseas sales by 
about $250 million in 1959 anc 
further increases are predicte 
for 1960 by Government trade 
experts. 


The Geographical Pattern 


Among major areas, exports to 
Canada showed the strongest gain 
during 1959, advancing by about 
10%. Another boost is predicted 
this year, reflecting an expanding 
economy there and renewed U.S. 
investment interest in Canada. 
Although the United States is 
still by far the largest supplier 
to the Canadian market, its share 
has dropped to a postwar low of 
slightly less than two-thirds. Our 
imports from Canada also gained 
by about 10% last year, with the 
increases mainly in lumber, wood 
pulp, and iron ore. 

U.S. exports to Europe dropped 
slightly in 1959, whereas imports 
jumped by more than 40% due 
to greatly expanded purchases of 
automobiles, steel, and machin- 
ery, particularly from the Com- 
mon Market countries and Great 
Britain. Our sales to Europe 
should register major gains this 
year as a result of booming pros- 
perity there and the mounting 
pressure for ending of remain- 
ing restrictions on imports from 
the U.S. 

Exports to Asia last year were 
virtually unchanged from 1958, 
but some improvement is fore- 


THE MAGAZINE OF WALL STREET 





bs 





eS 


is to! 


ue, a 
point 
it to § 
t dis- 
xcer |  'YWV.R. & CO. 
5. At | 
vary- | 
ed in 
iat is 
ality 
s the 
nue | 
1ere- | 
ound 
sion ’ : , —- 
pur- Chemicals is our business. Today, through the eight divisions of 
pnt its chemical group, W. R. Grace & Co. stands among the top chem- 
EN!) ical firms in the United States. These divisions, with fifty-five 
96 plants in seventeen countries, contribute to the progress and profits 
0 A 


of hundreds of industries. 


) As befits a growing company in this field, W. R. Grace & 





a ‘ ‘ . . ‘ 
by Co. produces a wide variety of materials. Each product owes its 
a merit to research, conducted both by the operating divisions them- 
cter a See 
ade selves and by our $6,000,000 Washington Research Center. 
The products of the Grace Chemical Group serve human prog: 

s to ress in virtually every area of activity: agriculture; medicine; elec- 
rain : : , : : 
out tronics; construction; transportation; clothing; nuclear power; food 
ted packaging; weather forecasting; household goods. 
ing 
J.S. 
da. 

is 
lier 
are CRYOVAC DIVISION 
of DAVISON CHEMICAL DIVISION 
ur THE DEWEY AND ALMY CHEMICAL DIVISION 
ned GRACE DEWEY AND ALMY OVERSEAS DIVISION 
the CHEMICAL GRACE CHEMICAL DIVISION 
od GROUP HATCO CHEMICAL DIVISION 

POLYMER CHEMICALS DIVISION 

- RESEARCH DIVISION 

rts 
lue PRINCIPAL PRODUCTS: SYNTHETIC CATALYSTS - AMMONIA + UREA + HIGH DENSITY 

of POLYETHYLENE + SPECIAL SYNTHETIC RUBBERS AND RESINS + SILICA GEL AND OTHER 

in- DESICCANTS + SULFURIC ACID + CONTAINER SEALING COMPOUNDS + PLASTIC FILMS AND 
m- BAGS FOR PACKAGING «+ BATTERY SEPARATORS «+ FERTILIZERS AND AGRICULTURAL CHEMICALS 

i t £ NUCLEAR REACTOR MATERIALS + ULTRA HIGH-PURITY SILICON + PLASTICIZERS AND SYNTHETIC 

a 3 LUBRICANT ESTERS + AND OTHER INDUSTRIAL CHEMICALS AND CHEMICAL SPECIALTIES 

ype 

his 

0S- 

ng 

in- 

om 

. w.r.GRACE <co. \ 

08, 7 Hanover Square, New York 5, N. Y. 

re- 








cast for 1960. Japan—our major 
export market in the Far East— 
has liberalized import restrictions 
as a result of its improved ex- 
change position. United States 
imports from Asia climbed by a 
third in 1959. Purchases from 
Japan soared by more than 50% 
with the increases covering a 
wide range of products—textiles, 
shoes, transistor radios, toys, and 
steel. There was also a large gain 
in rubber imports from Southeast 
Asia and cotton textiles from 
Hong Kong. 

Impressive advances are being 
made in U.S. trade with Aus- 
tralia. Exports there rose by 
nearly a third last year, reflect- 
ing early delivery of jet aircraft, 
and may expand further this 
year. U.S. imports from Aus- 
tralia have doubled due mainly 
to increased purchases of meat. 

Among the less industrialized 
areas of the world, Latin Amer- 
ica is our largest export market. 
Although we are their principal 
supplier, we are slowly losing 
ground to European and Japanese 
exporters. Our sales there dropp- 
ed sharply in 1958 and by 10 to 
15% more last year, reflecting 
the slow recovery of their export 
income. Much of the difficulty 
stems from reduced dollar earn- 
ings. U.S. imports from Latin 
America grew by only 3% in 
value last year, versus a more 
than 25% increase in imports 
from the rest of the world. In 
part this was due to still de- 
pressed primary commodity 
prices as the volume of our im- 
ports from Latin America gained 
proportionately more. 

For 1960 some further pickup 
in the volume of U.S. imports 
from Latin America is in pros- 
pect. This improvement, together 
with lending by the newly-formed 
Inter-American Development 
Bank, should provide sufficient 
dollars to bolster our 1960 ex- 
port sales south of the border. 
President Eisenhower’s forth- 
coming visit to Latin America is 
bound to create greater under- 
standing and promote the friend- 
ship necessary to provide the at- 
mosphere for close political and 
trade relations. END 





Analysis of The President's 
Budget Message 
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Why 1960 Is A Time For 
Caution In The Bond Market 





(Continued from page 455) 


Kingdom, Consols (bonds which 
have no stated maturity date) 
are trading to yield above 5% 
and ® the World Bank recently 
had to pay 514% to float a sterl- 
ing issue of its bonds. 

With these conditions abroad 
we may find foreign borrowers 
coming to the United States for 
money or, alternatively, we may 
find funds now in the United 
States flowing abroad in search 
of higher returns. In either case 
the influence will be for higher 
interest rates and lower bond 
prices here. As Governor Coyne 
of the Bank of Canada said two 
months ago: 

“With all governments de- 
termined to promote a high 
level of employment, with 
many underdeveloped coun- 
tries needing to import capital 
from abroad, with internation- 
al institutions seeking to in- 
crease the flow of such capital, 
and with many national gov- 
ernments also providing capi- 
tal asistance to various other 
parts of the world, it is inevi- 
table that the demand for 
capital will press upon the 
annual supply of new savings 
for years to come, as far ahead 
as it is worth our while to 
look.” 

“This means, in my judge- 
ment, that we have entered 
upon a longer period of higher 
interest rates than those which 
were prevalent in North 
America in the depressed 
thirties, the wartime forties 
and the early postwar period, 
although there will be, of 
course, short periods of mode- 
rate reduction in the demand 
for capital when interest rates 
will decline.” 


Squeeze on the Banks to Increase 


No country in the world saves 
more than the United States. But 
no country has larger capital in- 
vestment programs to finance. As 
a result we rarely see the spec- 
tacle of savings going to waste 
for lack of suitable investment 
opportunities. Indeed, more often 
than not, we have to count on the 
nation’s commercial banks to step 





in and make up the difference, 
through credit creation, between 
the real savings of the people and 
our total needs for capital ané 
credit. 

The trouble now is that the 
commercial banks are in a tighte: 
position than at any time since, 
the 1920’s. The major New Ycrk 
banks, for example, have mcre 
than 71% of their deposits in 
loans, compared with a maximum 
of 66% at the peak of creilit 
stringency in 1957. Moreover, the 
banks have to keep another 18% 
of their demand deposits as a re- 
serve at the Federal Reserve. 
When one considers that in adii- 
tion to the statutory reserve 
against deposits, most banks li < 
to keep a secondary reserve of 
U.S. government securities 1s 
protection against emergencies, it 
becomes obvious how close \* 
have approached the limit of tie 
ability of the banks to extend 
credit. Any new substantial in- 
crease in loan demand is likely ‘o 
be met only at increasingly high 
rates. 

The ratio of loans to deposi:s 
has considerable significance for 
bond prices and interest rates be- 
cause U.S. commercial banks hoid 
some $60 billion Treasury securi- 
ties. When the banks come under 
pressure for funds, they sell 
Treasury obligations, depressing 
prices and raising yields. It is no 
coincidence that interest rates 
have risen sharply in the past 
year when the commercial banks 
disposed of about $7 billion of 
U.S. government securities. 

Over the past 40 years, yields 
on long-term government bonds 
have shown a consistent tendency 
to move up and down with the 
loan/deposit ratios of all com- 
mercial banks. Chart B shows the 
record for recent years. The loan 
deposit ratio is already well above 
the 50.5% figure shown for June 
1959. The rising trend stems from 
the upsurge in loan volumes with 
business expansion and a tend- 
ency for deposit growth to be 
held back by the Federal Re- 
serve’s restrictive credit policy. 
With credit demands in 1960 ex- 
pected to rise still further, the 
loan/deposit ratio would work 
even higher. It would not be sur- 
prising to see a figure of 54% by 
June 1960. With this kind of pres- 
sure on the banks, yields on long- 
term U.S. government securities 
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CHARTERED 1799 


THE 


CHASE MANHATTAN 


BANK 


HEAD OFFICE: 18 Pine Street, New York 


Statement of Condition, December 31, 1959 


ASSETS 


Cash and Due from Banks . 
U. S. Government Obligations 
State, Municipal and Other Securities 
Mortgages . 
Loans — 

Less: Reserve for Loans 
Banking Houses ene ie 
New Building under Construction 
Customers’ Acceptance Liability . 
Other Assets . . 


LIABILITIES 


Deposits . . .. . 
Foreign Funds Borrowed 
Reserve for Taxes 
Acceptances Outstanding . 
Other Liabilities . 
Reserve for Contingencies 
Capital Funds: 

Capital Stock . 


(13,167,000 Shares—$12.50 Par) 


$ 164,587,500 


$2,094,662,547 
1,051,641,268 
483,919,066 
263,230,215 
4,337,169,408 
111,001,954 
34,661,851 
81,150,874 
138,516,464 
97,916,615 


$8,471,866,354 











$7,526,300,362 
14,367,151 
28,743,959 
143,556,180 
88,808,709 
13,931,793 


Surplus... . 400,000,000 
Undivided Profits . 91,570,700 656,158,200 
$8,471,866,354 
Of the above assets $489,764,616 are pledged to secure public deposits and for other 
purposes, and trust and certain other deposits are preferred as provided by law 
Securities with a book value of $40,982,722 are loaned to customers against collateral 


Member Federal Deposit Insurance Corporation 














might well approach 412%, as 
shown on the chart. 


The Government's Influence 


The Federal Government’s re- 
turn to a balanced budget, or 
even to a surplus in the budget, 
could be extremely helpful to the 
bond market. The importance of 
a surplus is two-fold. Most direct- 
ly, it means that the Treasury can 
retire outstanding debt and thus 
supply funds to the money mar- 
ket, rather than strain the market 
with borrowings as it did in fiscal 
’59 when the federal deficit ex- 
ceeded $12 billion. Less directly, 
but hardly less important, a 
balanced budget relieves infla- 
tionary pressures and it is fear of 
inflation which has led so many 
people to stop buying bonds. A 
balanced budget is the single most 
important achievement if we wish 
to convince the foreign holders of 
some $18 billion in short-term 
dollar balances that the future of 
the dollar is secure. 

On the other hand, even with 
a balanced budget, the Treasury 
is sure to be a frequent and 
troublesome borrower in 1960. So 
much of the public debt is short- 
term, that some of it is continual- 
ly coming due. In fact, no less 
than $127.4 billion of the interest- 
bearing federal debt was due or 
redeemable within a year on De- 
cember 31. The most serious prob- 
lem is the $39.6 billion total of 
Treasury bills outstanding. 
Treasury bills—called the closest 
thing to cash by Federal Reserve 
Board Chairman William Mc- 
Chesney Martin— mature from 
within a week to within a year 
and are largely owned by busi- 
ness corporations because they 
can be turned into cash so easily. 
The Treasury, and the money 
market, will face a most serious 
problem in 1960 if corporations 
find it necessary to unload any 
sizable amount of bills to finance 
inventory building or capital ex- 
pansion programs. 

@ Moreover, the bond market 
outlook could be changed for the 
worse if Congress decides in 1960 
to eliminate the 414% legal limit 
on rates which the Treasury may 
pay on new bond issues. The 
Treasury has been effectively 
barred from issuing any new 
bonds since last June by failure 
of the Congress to comply with 
the President’s request for re- 
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moval of the limit. Ironically, 
Congress did not succeed in its 
aim of saving interest costs. The 
Treasury has been forced to bor- 
row in the over-congested short- 
term market on securities due 
within five years (on which there 
is no rate limit). It paid 5% to 
sell five-year notes in October, at 
a time when Treasury officials 
felt they could have borrowed 
more cheaply in the long-term 
market if the 414% limit had not 
blocked them. In December the 
Treasury paid 4.67% to sell 
three-month bills. 

@ Whether or not Congress 
will remove the limit in an elec- 
tion year remains to be seen. It is 
significant that a Congressional 
Joint Economic Committee staff 
report tended to favor removal of 
the limit, although the Commit- 
tee’s chairman, Paul Douglas of 
Illinois, has opposed removal. To 
the bond investor, the important 
fact is that removal of the limit, 
and the prospect of additional 
offerings of Treasury bonds, 
would be a depressing influence 
on bond prices. 


Federal Reserve Policy 


Apart from the business situa- 
tion, the most important factor 
influencing bond prices is the 
Federal Reserve’s monetary poli- 
cy. This determines how much 
money will be available to buy 
bonds and how much pressure the 
commercial banks will be under 
to sell bonds. There are still peo- 
ple who argue that the Federal 
Reserve will turn toward an easy 
money policy in 1960, because 
1960 is an election year. All of 
the experience of the last ten 
years argues against this. In 
1956, the last presidential election 
year, the Fed increased its dis- 
count rate four times. 

Other people feel that if the 
Democrats win the election, they 
will enthrone cheap money. It is 
true that the Democrats have 
made the so-called tight money 
policies of the Federal Reserve a 
focus for attack. But this has 
been done during their years as 
an opposition party. The respon- 
sibility of office often brings a 
soberer approach. It needs to be 
remembered that the Federal Re- 
serve was freed from domination 
by the Treasury under the leader- 
ship of a Democratic Senator, 
Paul Douglas, and under a Demo- 


cratic President. 

The likeliest development for 
Federal Reserve policy in 1960 is 
a continuation of the current re- 
strictive credit measures now in 
force. Discount rate probably will 
be increased from 4 to 414%. 
Whether this will be the only in- 
crease of the year will depend cn 
the strength of business and tle 
extent of inflationary pressures. 
We are already beginning to sce 
the early stages of a wave cf 
price increases and no one should 
be surprised if the steel settl-- 
ment is followed by a steel price 
hike. 

However, one thing can he 
counted on. The Federal Reserve 
authorities have no desire t) 
make credit so tight that business 
will be throttled for lack of funds. 


Why Buy Bonds? 


With all of the adverse con- 
siderations noted above, the fact 
is that 1960 will probably offe- 
some rewarding opportunities to 
buy bonds. The seeker after capi- 
tal gains who is fearful of the 
high price-earnings ratios foun 
in the stock market may well de 
cide that the Treasury 214s of 
1967-72 are a good buy if they 
should go down to 75. The poini 
is that at some time in the neat 
few years the economy is likely 
to turn down for a while. And 
while it does, bond prices will 
rise. 

Table I shows the possible di- 
mensions of gain, comparing cur- 
rent prices with the highs record- 
ed during the 1958 recession. As 
the table shows, profits could run 
from 10 to 20 points or from 15 
to 25%. Of course, investors who 
are willing to accept the risks of 
buying on 5 or 10 point margins 
could double or quadruple their 
funds. What is needed to succeed 
in this sort of speculation is 
patience, for improving bond 
prices may be one or even two 
years away, and fortitude to 
stand possible further decline 
(and losses) in the meantime. 


What to Do as Investor or Speculator 


The true investor, as opposed 
to the capital-gains-minded spec- 
ulator, should have less difficulty 
deciding when or whether to buy 
bonds. Here the question is 
whether one will need the money 
invested before the bonds mature. 

(Continued on page 492) 
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A new expansion program already well underway will enable 


it for National Steel to produce and market more of America’s most 
960 is wanted steels—and to make them significantly better. 
nt re- 
ow in CONTINUING A POSTWAR POLICY. This program calls for the 
y will expenditure of $300 million over a three-year period. It follows hard 
[ify ¢ on the heels of a $500 million investment in plant improvements 
ly in-, and new properties which began in 1952. The current program will 
d further broaden our share of the market and consolidate 
nd cn our position in the front rank of the nation’s steel companies. 
ta : Let’s look at some of the major developments involved. 
> >. 
O SEe A “MILL OF THE FUTURE.” National Steel’s Great Lakes Corporation in 
ve of Detroit is a major supplier of hot- and cold-rolled sheets and strip 
hould in the automotive industry, America’s biggest steel customer 
ettle- Here, we've started work on a “mill of the future’—an 80-inch, 
pric e four-high continuous strip mill which will be the fastest and most 
powerful facility of its kind in existence. We'll supply to our 
1 be car-building customers larger coils of sheet steel of the highest quality 
serve And also at Great Lakes Steel, we're increasing ingot capacity by 
vibe 500,000 tons to 4.2 million tons a year for this division alone 
& 


S ) 

Iness A NEW KIND OF PLANT FOR A NEW DIVISION. On a 750-acre 

ind:. tract at Portage, Indiana, on the Lake Michigan shore, we're 
building a totally new plant for our newest division, Midwest Steel 
Corporation. From it will roll electrolytic tin plate, galvanized sheet 

con- steel and other flat rolled products for manufacturers in mid-America 





fact one of the nation’s largest consuming districts. These products 
offe * will be finished from hot-rolled coils to be supplied by our 
Is to Detroit operations. 
-apl- 
the STILL MORE TIN PLATE CAPACITY. At our Weirton Steel Company 
unk : plants in Weirton, West Virginia, and Steubenville, Ohio, 
| de . : we've installed two continuous annealing lines and two electrolytic 
: tin plate lines to increase production and improve the processing 
$ Oo . . . ‘ 
hex of tin plate. Weirton Steel already is one of the world’s 
ne? largest tin plate producers. Other improvements include facilities to 
a increase the production of cold-rolled sheets 
ze 
kely OTHER NEW CONSTRUCTION. A new 48-inch coating line is being 
And installed at Allentown, Pennsylvania, for our Enamelstrip Corporation, 
will which produces a line of decorative plastic and enamel pre-coated 
steels in coils. At Terre Haute, Indiana, we have enlarged 
di- existing plant facilities and completed an addition for 
‘ur- our Stran-Steel Corporation, producer of pre-engineered buildings 


and architectural products. 


rd- 
‘am with a $300 million program now in full swing to produce more of the products most in demand 





vho ACCELERATING RESEARCH. Backstopping all this expansion, we are 
_ of constructing a new corporation-wide research center at Weirton, 
ins where National Steel scientists will accelerate their search for new 
eir and better materials, methods and products. 
Ded 

is This continued emphasis on facilities for producing more and better 
ad products for our customers has made National Steel the fifth-ranked 
wo American steel producer and a major supplier of the steels 

to most in demand. 
ne We are convinced that there will be more dramatic advances in the 

steel industry's future than in its past—advances in which 
National Steel intends to play a prominent part. 

tor 
ed 
BC- 
ity 
uy 

is | NATIONAL STEEL CORPORATION 
cy Grant Building, Pittsburgh, Pennsylvania 
re. Major Divisions: Great Lakes Steel Corporation * Weirton Steel Company 


Midwest Steel Corporation * Stran-Steel Corporation * Enamelstrip Corporation 
The Hanna Furnace Corporation « National Steel Products Company 
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If so, then short-term issues are 
indicated. The purpose of invest- 
ing is to secure 5% or so on 
savings, rather than the 314% 
currently being paid by savings 
banks. The investor can take his 
choice of any of the recent note 
issues sold by the Treasury with 
coupons of 434, 4% or 5% or he 
can wait for 1960 to bring (per- 
haps in February when $11.4 
billion Treasury debt must be re- 
financed) even higher coupon 
rates. 

It may be that an investor is 
willing to give up something in 
quality for a higher yield. The 
bonds of leading corporations are 
only marginally less safe than a 
U.S. Treasury obligation (for the 
solvency of major corporations 
benefits from the Federal Gov- 
ernment’s commitment to main- 
tain a high level of economic ac- 
tivity and employment) and they 
provide considerably better re- 
turns, as indicated in Table II. 

Interest on corporate bonds, 
and Treasury obligations too, is 
subject to income tax at rates 
ranging from 20 to 91%. 

& Investors subject to the 
higher rates of income tax should 
concentrate on investment in the 
tax exempt obligations of states, 
local governments, and public au- 
thorities of all kinds. For ex- 
ample, an investor with taxable 
income of $16,000 a year is sub- 
ject to a marginal income tax 
rate of 50%; for him a 3.90% 
return on a tax exempt Philadel- 
phia school district obligation is 
equivalent to 7.80% on a Treas- 
ury or corporate bond. The draw- 
back is somewhat less market- 
ability than on comparable Treas- 
ury obligations. 

& The individual investor in 
tax exempts should probably 
avoid Aaa-rated obligations, for 
yields on such top quality paper 
are held down by the fact that 
many institutional investors are 
legally restricted to Aaa bonds. 
However, it is doubtful if the in- 
vestor should accept bonds rated 
less than A; it is better to be safe 
than sorry, and during the 1930’s 
a number of smaller municipali- 
ties had to suspend debt service. 
One further point: only the in- 
terest income on a municipal bond 
is tax exempt; a municipal selling 
at a discount is taxable as far as 
the capital gain is concerned. 
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& Americans seeking bond in- 
vestments are probably best ad- 
vised to restrict themselves to 
U.S. obligations. But many people 
consider the bonds of our neigh- 
bor to the north, Canada, second 
only to our own bonds in safety. 


Canadian securities must, of 
course be paid for in Canadian 
funds and the investor would 
have to buy Canadian dollars at 
the current 5% premium. To be 
sure the investor would receive 
Canadian dollars again at ma- 
turity but he might suffer a loss 
on conversion back into U.S. dol- 
lars if the premium should 
weaken or even disappear during 
the time that he was holding the 
bonds. Table IV provides a selec- 
tion of Canadian government 
issues which offer yields of 5 to 
6%. 
Summary of 1960 Bond Market 
Policy 

The prospects for capital gains 
on bonds in 1960 are limited, 
though holders who are willing to 
wait may well see substantial 
price improvement in 1961. Pur- 
chases made with a view to capi- 
tal gains need to be well timed; 
prices could go down five points 
more next year, at which time 
bonds would be a buy. Investors 
contemplating purchase of Treas- 
ury obligations might well wait 
and see what Congress intends to 
do with respect to the 414% 
bond rate limit. 

(a) Individual investors buy- 
ing for yield also should time 
their purchases for periods of 
bond market pressure. Although 
conditions change from day to 
day, the quarterly tax period 
next March might well be a 
period of substantial strain in the 
money market when bonds might 
be bargains. (b) Individuals who 
may need their funds on short 
notice should restrict their in- 
vestment to obligations maturing 
within two or three years. Many 
people might find that the Treas- 
ury’s new series of “long’’ bills— 
which should be available in 
January to provide a real return 
of 5 to 544% for 4 to 12 months’ 
holding—offer an ideal combina- 
tion of attractive return and 
liquidity. 

The opportunities 1960 will 
bring to the bond investor can 
make a substantial contribution 
to a prudent investment program. 
They should not be neglected. END 





1960 Outlook For Leading 
Industries 





(Continued from page 459) 


months hence, which is currently 
quoted about 3 cents a pound less’ 
than spot metal. Yet even at 30 
cents a pound the big integrated 
producers are assured of higtly 
satisfactory profits. 

The aluminum industry expects 
a 10-15 per cent increase in 
sales in 1960, with profits svb- 
stantially better than in 1959 
because of the higher prices 
recently instituted for pig and in- 
got by the primary produce’s, 
which restored the price to tie 
level of early 1958, when tie 
metal was cut 2 cents a pound ‘0 
meet threatened Russian compe- 
tition. While wage increases ha’e 
been granted, the price increa:e 
appears more than sufficient 0 
compensate for higher labor 
costs. Primary aluminum produ:- 
tion in 1959 was a record 19 
million tons, a 25 per cent in- 
crease over 1958, but by tle 
year’s end domestic capacity had 
increased to 2.4 million tons, 
hence the industry was operating 
at no more than 80 per cert 
capacity. 

Prospects for larger use of 
aluminum in the construction, 
transportation, and automotive 
fields are good, but price cutting 
still persists in certain fabricated 
products and there is worry over 
imports which benefit by a lower 
price for metal abroad. There is 
little doubt that competition will 
be keen for new business. How- 
ever, the growth factor for alumi- 
num appears to exceed that for 
any other non-ferrous metal. 

Zine enters 1960 with entire 
confidence in strong demand and 
possibly a price advance above 
the current 121% cents a pound. 
Increasing consumer interest is 
shown by the galvanizers and the 
diecasters and this appears cer- 
tain to continue under good busi- 
ness conditions. Statistically the 
zinc market shows marked im- 
provement with production cur- 
tailed by strikes and sharp reduc- 
tions in producers’ stocks. In 
particular the galvanizers, best 
customers of zinc, are reported to 
be booked to capacity for six 
months ahead. 

Quotas which have been set up 
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for both zine and lead appear 


certain to continue, thus lessening 


the impact of large imports from 
abroad on the domestic market. 
The London market for zinc has 
been consistently strong in con- 
trast with lead. 

Lead is in an uncertain position. 
Some of its major markets, nota- 
bly cable covering, are encount- 
ering competition from plastics, 
and aluminum and lead pigments 
are losing out to titanium. On the 
other hand, domestic production 
has tapered off sharply while 
overall consumption has held up 
well. Two successive price cuts 
have brought the metal down to 
12 cents and at this price, demand 
may be expected to improve. As 
lead and zine usually occur to- 
gether in the same ores, the im- 
proved outlook for zinc will bene- 
fit most lead producers as well. 
It seems rather unlikely that the 
lead price will decline further and 
an advance in the London price 
above the present 914 cent level 
would no doubt stimulate recov- 
ery in U.S. 


OFFICE EQUIPMENT— 
By John McCracken 

Profits were lower for the office 
equipment makers in 1959. Type- 
writer sales and other standard 
lines failed to recover after the 
recession, and thus no offset was 
provided for the heavy research 
expenditures. 

In the year ahead things should 
perk up, however, since high in- 
ventories of standard equipment 
have been worked off and demand 
has picked up substantially. But 
this improvement may not en- 
tirely offset the heavy research 
outlays. The bright hope, how- 
ever, is that various companies 
now have production models of 
electronic equipment ready—or 
near ready—for market as reve- 
nue builders. 

Thus, for late 1960 and 1961 
the outlook is better. By then data 
processing machinery will be com- 
ing off production lines, with a 
flood of modern equipment hitting 
the market and generating sales. 

In the light of the trend toward 
increasing automation, equipment 





SULPHUR DEMAND 
at RECORD LEVEL 


More sulphur was consumed in the United States i in 1959 than — 
in any previous year. And near-record quantities were shipped 


abroad. 


The steadily increasing demand for sulphur — averaging 


between 34% and 4 per cent annually — continues apace. The 


long-established uses for sulphur and sulphuric acid by such 


being developed. 


major consuming industries as fertilizer, chemicai, pulp, pig- 
| ment, textile, and steel are growing, and new uses are constantly 


Among the newer products requiring increasing amounts of 
sulphur in one form or another are synthetic detergents, aero- 
sol sprays, high-octane gasoline, and many new chemicals. 
Processing metallic ores with sulphuric acid is also a receni 
development with growth prospects. One-half million tons of 
acid are now being used annually to leach uranium ore alone. | 
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y by the completion of facilities to 
one of the largest sulphur deposits in the world. a 


reserves are the highest 


~~ 


NEW YORK 17, N. Y. 





in the 

period ahead. However, investors 
should consider only those compa- 
nies where prospects for continu- 
ing earnings growth are evident. 

PAPER—By Burton H. Wheeler 

The demand is still good for 
most paper products, but capacity 
remains so great that profit mar- 
gins are under pressure. Again 
selectivity is the answer, because 
some of the companies are doing 
extremely well. 

The overall problem of excess 
capacity is still a prime handicap. 
Output of paper and paperboard 
will top 34 million tons for all of 
1959, a full ten percent increase 
over 1958 figures. Nevertheless, 
only a minority will score earn- 
ings gains over the record leves 
of 1955 and 1956, although most 
will report higher earnings than 
in the recession year of 1958. 

In effect, the paper industry ‘s 
still a year or two away froin 
better profit margins, excepting 
where new commercial products 
are bolstering earnings. But d- 
mand continues to increase, now 
at a faster rate than new capacity 
is being added, with the prospect 
that the two are moving closer so 


makers should fare well 


that they are gradually coming | 
into balance. This of course will ' 


depend on continued general eco- 
nomic prosperity. 

Most paper stocks are selling at 
rather high levels at the moment, 
and would require a considerable 
further improvement in earning: 
to justify purchase in the uncer- 
tain stock market ahead. 


PETROLEUM—By John H. Lind 

Domestic demand for oil prod- 
ucts in 1960 will be 3.5% to 4% 
above last year’s, according to 
most governmental and industry 
estimates. Crude oil production 
will show a somewhat larger gain 
of about 5.5%. 

This moderately healthy in- 
crease in both refined products 
and crude oil is perhaps more ap- 
parent than real. In the crude oil 
sector it is due in part to a com- 
parison with the first half of last 
year, during which high imports 
kept domestic production down— 
and, in the refined oil sector, it 
reflects the prolonged steel strike 
of 1959, which caused a sharp 
drop of heavy fuel sales to indus- 
try. Still, the oil industry will un- 
doubtedly show some improve- 
ment over 1959, although it will 
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not be very impressive. 

The industry’s two top prob- 
lems are excess refining stocks 
and a world-wide over-supply of 


i crude oil. As to the first, an im- 


provement is in sight, since na- 
tion-wide oil stocks are now rap- 
id), declining towards a more 
no:mal working level. If the in- 
du try can continue to curb its 
pe sistent tendency to refine more 
oi! than it can sell, the inventory 
sit ation should be considerably 
be er next year than this. 

he possibilities for improve- 
mit look much less promising 
fo the world-wide over-supply of 
cr de oil. In fact, this problem is 
on y now beginning to make itself 
fel on a significant scale, as the 
it new fields in the French 
ara and Libya are coming into 
fu | commercial production. 

‘here is no doubt Western Eu- 
roe will cut back its use of Mid- 
di East oil and substitute, at 
le: st partially, the easily accessi- 
ble oil from the Sahara and Libya. 
And this may cut into the profits 
fo. those American companies 
that will have to buy Saharan oil 
from French oil companies. 

vet, the possibilities are for 
higher profits in the oil industry 
over last year, due to the fact that 
ost oil companies plan to cut 
back on their capital expenditures 
in 1960. 

According to the latest report, 
in a direct reversal of previous 
trends, the U. S. oil industry will 
actually spend less on capital ex- 
penditures this year than last, and 
this may be reflected in a favor- 
able earnings showing in 1960. 


TEXTILES—By J. C. Clifford 

The textile industry had one of 
its few boom years in 1959. With 
consumer spending holding at rec- 
ord levels, natural fabrics are 
enjoying a major boom. Moreover, 
new uses for textiles and a slow- 
ing down of new additions to syn- 
thetic fabric capacity have helped 
firm the price structure, although 
there is still some “spot weak- 
ness,” especially in Nylon prices 
and other tire yarns. Imports are 
now under control as a result of 
joint American-Japanese agree- 
ments a year ago, protecting the 
important low priced clothing 
market. 

Investors are warned, however, 
that the past history of the in- 
Custry is not one that instills long 


ses 
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range confidence. The advance of 
approximately 27% in the textile 
shares in 1959 has discounted the 
sharp rise in production—but out- 
put is now at a peak rate and the 
industry is not likely to be able 
to hold its pace through the first 
half of 1960. In view of the mag- 
nitude and length of the upswing 
in both textile production and 
stock prices, we do not suggest 
new commitments now. END 





For Profit And Income 





(Continued from page 477) 


high of 37. It is now up only 
slightly at 32. The company’s 
“Ben-Hur” super-movie, costing 
about $15 million, is a hit. After 
cost is recovered, profits could be 
large. The stock has further spec- 
ulative potentials. 


What's New? 


What about some new stock 
recommendations? Answer: this 
seems to be a good time to stop, 
look and listen for a while. Mar- 
ket strength around the year-end 
has often proved temporary. We 
see no need for hurry. Cash re- 
serves may be more opportunely 
employed later on. 


Cross-Currents 


In recent sessions to this writ- 
ing, the stock groups perform- 
ing better than the market are 
principally automobiles, baking, 
department stores, electrical 
equipment, home appliances, mail 
order stocks, metal fabricating, 
oils, rail equipment, steel and to- 
baccos. Those recently on the 
lagging side include aluminum, 
construction, drugs, farm ma- 
chinery, meat packing, industrial 
machinery, office equipment, pa- 
per, textiles and tires. 


Big Gains 

In most cases, industries with 
marked gains in 1959 earnings 
should extend them at least mod- 
erately this year. However, the 
sharpest gains are likely in those 
that were hit hard by the steel 
strike. Wide betterment seems 
most assured for the steel indus- 
try, sizable profit gains likely for 
the railroads, rail equipment, coal 
producers and some machinery 
makers. Translating this into 
stock selection is something else 
again. The market for stocks is 
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always ahead of gains or shrink- 
ages in earnings. 


What Happened? 


Abbott Laboratories, among 
the leading makers of ethical 
drugs, was once a growth situa- 
tion. In the decade 1938-1948 
profits gained some 400%, divi- 
dends about 200%, and the stock 
had a maximum rise close to 
400%. But in the subsequent 
eleven years, with 1959 share net 
estimated around $3.40 a share, 
the additional profit gain was less 
than 15%. At an indicated $1.90 
total, there has been no gain in 
dividends for some years. From 
an excessive 1959 high of 8434, 
the stock has now receded to 
about 62—a level it reached as 
far back as 1951. What hap- 
pened? Well, some competitors 
managed to go ahead faster in 
benefits from research, as trans- 
lated into profits. More often than 
not, today’s “hot” growth stock 
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ALIVE 
TODAY! 








Arch Lightbody is one of 800.,- 
000 Americans cured of can- 
cer because they went to their 
doctors in time. They learned 
that many cancers are curable 
if detected early and treated 
promptly. That’s why an | 
annual health checkup 
is your best cancer 
insurance. 
| 


American Cancer Society ?°® 





becomes “just another stock” at'| 
some later time. Keep that in| 
mind when you contemplate pay- | 
ing 40 or 50 or more times earn- | 
ings for one or another of the| 
popular “growth” stocks of 1959) 
and early 1960. END | 





Appraisal of State of the 
the Union Message 





(Continued from page 448) 


fourteen recent launchings, the 
Atlas Intercontinental Ballistic 
Missile at ranges over 5,000 miles 
“has been striking on an average 
within two miles of the target.” 
He noted, too, that in 1960 nu- 
clear-powered submarines, some 
armed with Polaris missiles, will 
enter active service. 
The President devoted only one 
paragraph to the conventional 
forces, noting that the Army and 
Marines were getting new weap- | 
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ons under a costly program of 
modernization. 


Eisenhower said the United 
States will practically double 
space spending in fiscal 1961. He 
promised “improvements” in the 
Young Space Law and indicated 
he would ask Congress for about 
$500,000,000. 


Research and Development in 
this Field 


Congressmen have criticized 
the present space program on the 
ground of too much division be- 
tween the Civilian National Aero- 
nautics and Space Administration 
and The Military. Eisenhower is 
expected to ask Congress to cor- 
rect this by centralizing control 
of Space activities in the White 
House. 

Civil Rights 

The Civil Rights issue came in 
for its share of attention in the 
message. Eisenhower renewed his 
plea for a broad program, with 
priority emphasis on protection 
of voting rights which he called 
“our first duty.” The enactment 
of some form of compromise leg- 
islation is considered almost cer- 
tain in this election year. The 
House is expected at least to pass 
Administration-backed legislation 
to require states to preserve vot- 
ing records for federal inspection 
and to make it a federal crime to 
obstruct court-ordered school in- 
tegration or to flee state prosecu- 
tion for bombing property. But 
the final result will depend on the 
Senate’s attitude. 


In Conclusion 


Eisenhower wistfully expressed 
hope that Congress would avoid 
irrelevant “wrangling” with the 
Executive branch, but there, un- 
doubtedly, will be a difference of 
opinion as to what is irrelevant as 
the election campaign develops. 


The State of the Union Mes- 
sage reflected to some extent the 
ambivalence which has afflicted 
Eisenhower’s Administration fre- 
quently as it attempted to recon- 
cile its desire for a balanced 
budget with the necessity to main- 
tain a strong military defense and 
continued aid to free nations 
abroad. It appears impossible to 
tell, until more specific details be- 
come available, whether the Presi- 
dent’s projected budget surplus 


can be achieved without cutting 
some of the services he proposes 
to provide. He is predicating his 
estimates on the assumption of a 
booming economy, improvement 
in the foreign trade picture, in- 
creased tax revenue and the hope 
of holding down expenditures. 


He has placed his optimistic 
assessment on the line at th2 
mercy of a number of relativel, 
unpredictable factors. Only tim:> 
can tell whether his hopes cai 
come close to reality. EN) 





As I See It! 





(Continued from page 443) 


have had a most telling effect, fo” 
without question the Sovie 
Union’s announcement that the: 
planned to use the Central Pacifi 
area as a missile test range 
warning ships and planes to sta) 
out of the area, which lies be 
tween the Marshall Islands, unde) 
U.S. mandate, and U.S. ownec 
Palmyra and Johnston Islands 
and Hawaii—was designed to tel 
the Asiatic people that the United 
States had no power to help them. 


In effect, Russia set aside 
27,000 square miles in the South 
Pacific as a Russian Mare Nos- 
trum — “Our Sea” — putting the 
peaceful people of the South 
Pacific in jeopardy—using a di- 
rect threat just before Khrush- 
chev sets out on his journey to 
the Pacific. 


If this is what the Soviet Union 
considers to be the “spirit of 
Camp David,” then the Summit 
Meetings are a snare and a de- 
lusion, and clearly shows up the 
weakness of Macmillan’s_ soft 
policy in dealing with the Rus- 
sians. A firm policy, as suggested 
by General de Gaulle and Chan- 
cellor Adenauer, is the answer. 


Therefore, unless the United 
States challenges Russian arro- 
gance and acts in concert with 
Japan, Australia and the other 
South East Asian States that are 
jeopardized, in accordance with 
the plan to bring this matter up 
in the UN, it will surely give cre- 
dence to Russian claims of mili- 
tary and diplomatic superiority 
and emphasize the weakness of 
the United States. END 
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The Darkness and the Dawn 
By THOMAS B. COSTAIN 

The Darkness and the Dawn is filled 
with suspense from beginning to end. 
It includes an international horse race, 
a spectacular trial in the most unusual 
of courts, and one of the decisive bat- 
tles of all time. This new Costain novel 
will be compared to his surprise best 
seller, The Black Rose, which swept 
the book lists for many months in the 
1940s, although this latest work is, in 
all important respects, much superior. 
Portraying the days when the might 
of Attila the Hun hung over the civil- 
ized world like a black cloud, the au- 
thor brings into sharp focus the loves 
and hates, ambitions and schemes of 
all the main characters. Here they are 
in full perspective: Attila, the Scourge 
of God, his powerful barbarian army, 
his many wives, his sons, his generals, 
and his fantastic court; Aetius, the 
dictator of Rome, the most controver- 
sial figure of his time; Honoria, the 
love-minded princess of the imperial 
line; Leo, the strong and courageous 
pope; Nicolan, the hero of the story, 
and the girl with golden hair who rides 
the black horse. 

It is the opinion of the publishers 
that this amazing story, drawn on the 
brcadest of canvases, is the best his- 
torical novel that has come from the 
pen of Thomas B. Costain. 


Doubleday $3.95 


Poor No More 
By ROBERT RUARK 

Craig Price’s picture on a cover of 
Time magazine showed a face older 
than its years, eyes cold and defiant 
but lonely too, physical scars that sug- 
gested a rough life and kept the face 
from being too handsome. 

A rough life it had been. As a poor 
boy in a small Carolina town Craig 
bought his  grandfather’s advice: 
“Don’t go through your life with a 
hookworm philosophy—just settin‘ and 
lettin’ it pass. Grab it and use it and 
kick the stuff right out of it, and don’t 
never, ever, let it run you.” 

To Craig it made sense. The creed 
became an inescapably logical way to 
get from the poverty, hunger, and 
loneliness of his Carolina youth to 
where he wanted to go—the top, the 
pinnacle of power epitomized by that 
Time cover. Craig himself summarized 
it in a moment of honest confession to 
a woman he loved, “I horsetraded and 
gambled, mostiy with a rigged deck .. . 
I bought this and sold that and bor- 
rowed from this to buy that I 


bought some companies and milked 
them and threw them away. I met 
some women, attractive women, and 


repeated the process. I drained them 
dry and threw them away.. .” 
Among these women was Julie du- 
Fresne, at first only his college room- 
mate’s mother, later the fascinating 
tutor of an eager pupil. Scared, de- 
fenseless Maybelle Grimes had some- 
thing he wanted—her father’s mills. 
There was also beautiful, sweet Libby 
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Fcrney, who had been warned that 
falling in love with Craig was heart- 
break. Finally, at the top was Susan 
Strong. It cost him a fortune to get 
her; the price proved too high for 
both the man and the woman. 

Craig’s triumphs were vital; the 
means was not important. In college 
he cut corners, moral and legal. As a 
seaman on ratty freighters and in dirty 
seaports, he embraced skullbusting and 
thievery as a way of keeping a berth 
and filling an aching belly. As a fledg- 
ling businessman he traded on May- 
belle’s vulnerability and her mother’s 
terminal illness to bull his way into 
money. From then on the dog-eat-dog 
pattern was the quickest way, the best 
way, Craig's way. And it worked, right 
up inte millions of dollars and the 
ownership of anything he wanted, hu- 
man or inanimate. 

In this big, searing novel Robert 
Ruark has created a protagonist at 
once dismayingly familiar and for- 
tunately unique. Craig Price is ruth- 
less and sometimes compassionate, 
both cynical and sentimental, devious 
and yet frequently disarmingly honest. 
In short, Craig Price is the inconsis- 
tent, unpredictable chameleon of mo- 
tivations and principles that are most 
men—but the stakes were higher, 
Craig more desperate, than most. And 
in Craig’s case the driving compulsion 
to stay on top, to be “poor no more,” 
was strong: it took him longer to learn 
what he was really looking for at the 
end of the hard road. 


Henry Holt $5.95 


Fringe Benefits and Their 
Federal Tax Treatment 
Hugh Holleman Macaulay, Jr. 


In this important and controversial 
book Dr. Macaulay looks at the effects 
on economic activity and on the federal 
tax system of preferential tax treat- 
ment for fringe benefits. 

Bringing together information that 
has heretofore remained in separate 
studies, he presents a coherent body of 
material which shows that fringe bene- 
fits have grown surprisingly large 
without our being aware of it. 

Tax-preferred fringe benefits going 
to workers outside of agriculture and 
government have increased from $15.5 
billion in 1953 to $22 billion in 1957. 
This jump, important in itself, is fur- 
ther emphasized when we see that tax- 
preferred benefits are rising more 
rapidly than taxable wages. 

Dr. Macaulay describes’ existing 
fringe benefits and traces the history 
of their growth. To determine if tax 
preference is involved, he examines the 
present treatment of particular fringe 
benefits and of fringe benefits as a 
whole. Various inequalities or inconsis- 
tencies in tax treatment are brought 
1o light, and recommendations are 
made for alternative tax treatment in 
certain cases. 

Fringe benefits may include pensiens, 
life insurance, and social security, as 
well as day-to-day ameliorations of 


working conditions. They affect the 
lives of most working men and women 
and their families. The extension of 
fringe benefits and their tax treatment 
are therefore vital questions for a 
large majority of employers and ein- 
ployees in the United States. 


Columbia University Press $6. 50 


The Frozen Revolution 
Poland: A Study In Communist Dec: y 


By FRANK GIBNEY 

In 1956 Europe had two revolutioiis 
(ironically, they were the first since tlie 
1917 revolution in Russia)—the Hu- 
garian revolution, suppressed by Rus- 
sian tanks; and the Polish revolutio1 
which half succeeded before it wis 
frozen in its tracks. In this brilliant 
book Frank Gibney tells the story «f 
how Poland’s courageous action almo st 
succeeded, shows why it was doomed 
to become the Frozen Revolution, and 
what is the nature of its peculiar in:- 
portance to the free world today. 

His opening chapter, “The Making’s 
of an October Day,” is both an account 
and an analysis of Gomulka’s return 
to power in the fall of 1956. He fo'- 
lows with chapters on the difficulties 
the Party is up against in Poland in 
1959, the extraordinary role of Polish 
Catholicism, the human problems of 
the once German Western Territories 
and the Ober-Neisse line, and the 
brave, half-blind struggle of the Polish 
intellectuals. He presents a survey of 
Poland’s centuries-long history, and an 
account of her horrifying experiences 
in the last war. He concludes with 
“The Pian and the Jungle,” an eye- 
opening discussion of the political-eco- 
nomic contradictions inherent in Com- 
munist practice. 

“The Poles, in carrying out their 
Frozen Revolution,” Mr. Gibney writes, 
“have gone far beyond the Hungarian 
in their destructive effect on the im 
perial Communist system. As Poland’s 
‘humane socialism,’ relatively unmar 
red by police terror, tried to work out 
its destinies by the public practice of 
Communism, the fallacy of this Sys 
tem was revealed as a gigantic labora- 
tory of confusion, with a completeness 
net thought possible. The crimes of 
past Communist regimes were laid out 
in awesome clairity. Even when trying 
hardest to correct them, by their own 
methods, Poland’s national Communist 
leaders gave a lesson in the decay of 
this system as a political or economic, 
not to say moral, way of life. The con- 
flicting freedoms and repressions in- 
side their country gave the world an- 
other unique lesscn—for the customs 
of a free society, wherever the Poles 
reintroduced them, began forthwith to 
drive Communist methods out. Po- 
land’s half freedom infected the rest 
of the Communist world. There is no 
better witness to this than the constant 
efforts of the Soviet leaders to smother 
the Frozen Revolution and wall it up 
within their own broad glacier. 
Farrar, Strauss & Cudahy $4.75 
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Los RY this experiment! Imagine that all your securities were sold yesterday. 
a 8 Today you have nothing but their cash value. 
rililaiit 
ory «of 
cone xx Thenask yourself, “Should I repurchase my former holdings as offering the most 
: oo outstanding prospects for safety, income, profit—or could all or part of my 
ar im- funds be used more profitably in the coming years? Should I invest my 
f cash now?” 
aking's 
ecoult 
return % Some investors who test their lists honestly find that they are holding securities 
Pa for unsound reasons: (1) because they dislike to take losses even in weak 
fr ym issues; (2) because they like to see issues on their list which show a profit, 
Polish even though the future has been discounted; (3) because they are sentimentally 
ns of attached to inherited securities, or shares of a company for which they work; 
a (4) because they feel that they might have difficulty in deciding upon a re- 
Bo. placement; (5) because they are worried about taxes resulting from security 
ey of changes; (6) procrastination. 
nd an 
‘wlth % Today there is no need to hold unfavorable investments which may be retarded 
eye- in 1960, or those where dividends are too low or in doubt. Selected issues are 
l-ecc available which offer a substantial income, a good degree of security and pro- 
Com- mising growth prospects if your purchases are strategically timed. 
their 
rites, % Asa first step toward increasing and protecting your income and capital in 1960 
"~ we suggest that you get the facts on the most complete, personal investment 
and’ supervisory service available today. 
mar 
Fagus ¥% Investment Management Service can be of exceptional benefit to you in the new 
Sys year...for while there will be a leveling off (or even recession) in some fields, 
ora- others will show sustained strength. The year ahead may witness amazing scien- 
— tific achievements, industrial advancement—and investment opportunities — of 
out which we can help you to take advantage. 
ying 
se %& Full information on Investment Management Service is yours for the asking. 
y of Our rates are based on the present value of securities and cash to be super- 
mic, vised—so if you will let us know the present worth of your account—or send 
con- us a list of your holdings for evaluation—we shall be glad to quote an exact 
bf annual fee...and to answer any questions as to how our counsel can help you 
oms to attain your objectives. 
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High in the Andes, Anaconda opens another great copper mine 


THE FREE WORLD'S SUPPLY OF COPPER Was significantly in- 
creased when Anaconda’s new mine, El Salvador, recently 
went into production. Located 7800 feet up on the west- 
ern slope of the Andes in north central Chile, El Salvador 
is the largest new copper mine that has been opened sin::> 
1945. Soon to produce at a rate of 100,000 tons of copper 
a year, it has proved ore reserves for 40 to 50 years. And 
there are additional reserves which have not yet been 
fully developed. It promises to take its place as one of the 
few really great copper mines thus far discovered. 

It teams up with an even greater mine, Chuquicamata, 
located a littlerfarther north in Chile. Here Anaconda has 
produced more than 6,000,000 tons of copper since 1915. 
Today, after four decades of production, Chuqui’s proved 


ore reserves sti/i exceed those of other great mines. 

Chile is perhaps the Earth’s most bountiful storehouse 
of copper ore. And in the future, Chilean copper produc- 
tion can repeatedly set new records. This is one important 
reason why nations and industries dependent on copper 
can rest assured of increasingly adequate supplies of this 
versatile red metal. 

Expanded copper production in Chile is part of an 
in which Anaconda is continually 


over-all program 


applying more than 60 years of experience—not only to 


the development of new copper sources—but also to 
meeting the expanding needs of industry for more and 
better products in the entire nonferrous metal field. The 
Anaconda Company, 25 Broadway, New York 4, N. Y. 
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